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SUBJECT: Announcement -. Introduction of Information Bulletins 
and Interpretation Bulletins 


INTRODUCTION 


In recognition of the need for greater public under- 
standing of tax legislation, the Corporations Tax Branch of the 
Ontario Ministry of Revenue is introducing measures to assist 
corporations and their advisors in their dealings with the 
Branch. These measures include the publication of a new series 
of Information Bulletins and Interpretation Bulletins, and the 
provision of an advance rulings service for corporations. 


CONTENTS OF INFORMATION BULLETIN 


The Information Bulletins will explain in general 
2 terms legislative changes in corporations taxation, as well 

as important changes in the Ministry's administrative practices 
and procedures. Since these bulletins will be devoted entirely 
to corporations tax, we anticipate they will be more directly 
useful to corporations and their advisors in complying with the 
provisions of the Act than the general bulletins which the Min- 
istry has issued previously dealing with a number of taxes. 


CONTENTS OF INTERPRETATION BULLETIN 


The Interpretation Bulletin will be designed to meet 
the special requirements of lawyers, accountants and other 
professional people engaged in tax practice, as well as to the 
staff of taxpaying corporations. The contents will include 
technical information on the Ministry's interpretation of 
sections of The Corporations Tax Act, and will publicize changes 
in these interpretations as they occur. The assessing practice 
of the Branch will conform with Interpretation Bulletins as long 
as they are in force and have not been cancelled or revised. 


INCOME TAX ACT (CANADA) AND ONTARIO CORPORATIONS TAX ACT 


For purposes of consistency, much of The Corporations 
Tax Act parallels the provisions of the Income Tax Act (Canada). 
s A corporation may calculate its taxable income for Ontario 
purposes in almost the same way as it is calculated for federal 
purposes. This practice will continue in all areas except those 


where the Province pursues a separate policy. Therefore, our 
bulletins will avoid duplicating those of Revenue Canada. 
Instead, we will cite a Revenue Canada bulletin where the Ontario 
policy is identical to federal policy. The respective section 
numbers from both the federal and Ontario Acts will be quoted. 

An intention to differ from existing or future Revenue Canada 
bulletins will be made known as soon as possible. In the mean- 
time Ontario's assessing practice will follow the federal 
bulletins. 


RECIPIENTS OF BULLETINS 


Information Bulletins and Interpretation Bulletins 
will be sent to all corporations on our tax roll. We realize 
that this may in some cases result in a person who is an 
officer or advisor to several companies receiving several 
copies. However, we will attempt to avoid such duplications 
to the extent that they can be identified. 


The initial mailing of bulletins is also being sent 
to lawyers, accountants and others who are on our current 
mailing list. This mailing list is being updated and those 
who wish to continue to receive bulletins (other than corpora- 
tions on the tax roll mentioned above) will be asked to notify 
the Ministry. 


HOW £O CONTACT US 
Our postal address and telephone number are: 


Corporations Tax Branch, 
Ministry of Revenue, 
Queen's Park, 

Toronto, Ontario, 

M/A SLY le 


Telephone: (416) 965-1160 
The location of the Branch is: 


77 Bloor Street West, 
Wale IP lkeyene’- 


We would be pleased to assist corporations or their 
agents who wish to contact the Branch for general or specific 
information. We would aiso welcome any comments or suggestions 
on the contents of these new publications. 


Please consult the list on page 3 for the operating 
areas of the Corporations Tax Branch and the personnel who may 
be contacted for informmation: 


Reception and Information - 965-1160 
for (1) general enquiries. 
(2) obtaining Corporations Tax forms and bulletins. 
Director —/Corporations Tax # Branch —)965-2953 


Mr. Cyril Townsend 


Tax Roll - 965-1004 
for (1) notifying changes in address. 
(2) cancellation requirements. 
(3) determining liability for taxation. 


Supervisor: Mr. Bill Holloway 


ACCOUNtS (=—9 65-2946 
for (1) interest and/or penalty charges. 
(2) refunds of overpayment. 
(3) payments on account. 


Supervisor: Mr. Ken Bone 


Appeals - 965-5836 


for (1) notice of objection forms. 
(2) enquiries regarding formal objections to assessments. 


Chief Appeals Officer: Mrs. Noreen Gomes 


Liens - 965-2936 
for (by ebienycrearances. 


Supervisor: Miss Deltra Ireland 


Tax Assessment - 965-1515 
for (1) enquiries regarding assessment notices. 
(2) enquiries concerning the completion of the 
Corporalcionsslaxerneturn, (C123). 


Chief Tax Assessor: Mr. Charles Amodeo 


Legislative Interpretations - 965-4040 
) Chief Tax Specialist: Mr. Phil Trenton 
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Number 3-77 Datesis Apralel9, 1977 


ONTARIO BUDGET 1977 


This Bulletin summarizes major changes affecting The Corporations Tax Act proposed 
by the Treasurer of Ontario in the 1977 Budget released April 19, 1977. Other Bulletins deal 
with changes in other taxes. 


HIGHLIGHTS 


@ CAPITAL TAX — RATE INCREASE FOR CORPORATIONS WITH TAXABLE 
CAPITAL OVER $100,000. 


@ OIL AND GAS PRODUCTION — FEDERAL RESOURCE ALLOWANCES AND 
EARNED DEPLETION TO BE PARALLELED. 


@ 250% DEDUCTION FOR INVESTMENT IN VIC’S. 


@ FAST WRITE OFF FOR MANUFACTURING AND PROCESSING ASSETS TO 
BE CONTINUED. 


S @ INVENTORY ALLOWANCE — 3% OF TANGIBLE MOVABLE PROPERTY TO 
BE DEDUCTIBLE. 


OTHER ITEMS 
@ NEW REGULATION FOR C.C.A. 


@ INCREASE IN ANNUAL SMALL BUSINESS LIMIT IS NOW LAW. 


e@ FEDERAL BILL C.22 (1976) TO BE PARALLELED. 


CAPITAL 2s Vio e 0) Baoay 


The rate of tax applied to paid-up capital will be 
increased from 1/5 to 3/10 of 1% for corporations with taxable 
paid-up capital over $100,000. The rate applicable to banks 
Will) bemincrueasedmtromec/ ontoes/oLOfels. wecCorporationsewith 
taxable paid-up capital up to $50,000 will pay $50. Those 
with taxable paid-up capital over $50,000 and up to $100,000 
will pay $100. There will be no change in the existing flat 

> rates of $50 and $5 for certain special types of corporations 
(SECCLON goon 


The new rates will be effective in fiscal years 
ending after April 19, 1977. In fiscal years which straddle 
this date the increase in tax resulting from the change in 
rates will be prorated in proportion to the number of days 
Subsequenteto Aprile lo, 1977s 


Corporations with taxable paid-up capital up to 
$100,000 will pay the applicable flat rate for the straddle 
year without proration. If they have a short fiscal year, 
corporations subject to the flat rate of $100 and those 
paying more will be able to prorate their capital tax in 
proportion to the number of days in that year, but they must 
pay a minimum of $50 (section 136). 


OIL AND GAS. PRODUCTION (SECTION 6 


ie) 


) 


Depletion allowances in respect of oil and gas income 
(including income from oil sands) will be changed. The present 
automatic depletion allowance of 33 1/3% will be removed and 
the following federal provisions paralleled instead: 


® 25% resource allowance. 


® earned depletion of $1 for every $3 
spent, up to a maximum of 25% of re- 
source profits. 


® the additional earned depletion pro- 
posed in the federal budget on March 
31, 1977, subject to the passage of 
enabling federal legislation. That 
1s?— 66°2/73%.0L qualliying dradiang 
costs in excess of $5 million incur- 
red between March 31, 1977 and April 
1, 1980. This additional allowance 
is deductible from any income. 


This change will apply to fiscal years ending after 
April 19, 1977. In fiscal years which straddle this date the 
change in tax payable will be prorated in proportion to the 
number of days subsequent to April 19, 1977. 


[INVESTMENTS IN VENTURE INVESTMENT CORPORATIONS 


Corporations investing in the equity shares of a 
registered Venture Investment Corporation (VIC) will be en- 
titled to deduct 250% of the investment from their Ontario 
taxable income. To the extent that this deduction is not 
used in the year of the investment it may be carried forward 
indefinitely. 


Upon sale or redemption of the VIC shares 250% of 
the proceeds will be included in the Ontario taxable income 
of the investing corporation in the year of disposition, up to @ 
the amount of the original deduction. Proceeds in excess of 
the amount originally invested will be taxed as capital gains. 
Corporations will not be allowed to deduct a capital loss on 


disposal of VIC shares in excess of the amount of Ontario tax 
deferred on them. 


VIC's themselves will be taxed in the normal manner. 


Legislation to effect these changes will be intro- 
duced following the passage of the Venture Investment Corpora- 
CliOnssACt, Lo ie 


PAST WRITE OFF, MANUFACTURING AND PROCESSING ASSETS (REGULATION 
SECTION 301(8)) 


Federal regulation 1100(1) (y) provides fast write 
off in class 29 (50%) for machinery and equipment used in 
manufacturing and processing in Canada. At the present time 
the Ontario regulation requires that the asset be completely 
manufactured and acquired, or leased, before 1978 to be 
eligible for this write off. 


This restriction will be removed. The fast write 
off will therefore be extended indefinitely and will parallel 
the federal treatment. 


INVENTORY ALLOWANCE 


The inventory allowance proposed in the federal 
budget of March 31, 1977 will be paralleled, subject to the 
passage of enabling federal legislation. Corporations will 
be allowed a deduction from income equal to 3% of tangible 
movable property included in inventory on hand at the begin- 
ning of the year. Ina short fiscal year the allowance will 
be prorated in accordance with the number of days in that year. 


This change will be effective in fiscal years com- 
mencing after December 31, 1976. 


CAPITAL COST ALLOWANCE (REGULATION SECTION 301) 


Changes are being made to this regulation and it will 
no longer require corporations to deduct the same amount or 
same proportion of capital cost allowance as is deducted at 
the federal level. 


Corporations will now be free to claim C.C.A. which 
differs from that claimed for the same class of assets at the 
federal level, if they so wish. The maximum rate of C.C.A. 
allowed and the class designations will remain unchanged and 
are determined under the federal regulations. 


When a corporation wishes to claim C.C.A. different 
from that claimed at the federal level it will be required to 
fileywitheits return an Ontario. C.ClA. schedule invaddition to 
a copy of its federal C.C.A. schedule. If the same C.C.A. is 
claimed at both levels, only the federal C.C.A. schedule need 
be filed with the Ontario return. 


INCREASE: EN) ANNUADISMA LEVBUSI NESS DIMIT O(SECTION 06a (29) 


The Corporations Tax Amendment Act No. 2 1976 in- 
creased the annual limit to income that is eligible for the 
preferential rate of 9% from $100,000 to $150,000, effective 
in fiscal years ending after April 6, 1976. This Act was 
proclaimediministorce gon-rebruany, 724 ; Loa 


Proclamation of this Act was delayed pending passage 
of the equivalent federal amendment. Corporations affected by 
the change and which have indicated on their returns the in- 
creased amount will be assessed accordingly. Those which are 
affected but have not shown the higher amount may file amended 
returns 


FEDERAL GEE 1G), 22) 8CP9 76+) 


The changes to the federal Income Tax Act which were 
COntalnedwinebill C. 22. (1976) sbecameslawsOnerebDruatvecs ml o7 7. 
The changes included in this legislation, to the extent that 
they have application to corporations in Ontario, will be 
paralleled in The Corporations Tax Act with one major exception. 
The existing Ontario provisions relating to exploration and 
development expenses for all resource companies will be retained. 
The change in the percentage of exploration expenses to be 
allowed at the federal level will not apply. 


The application dates for these changes will be the 
same as those set at the federal level. 


a ae ee a oe ee oe oe oe 


Interpretation Bulletins to explain these changes in greater 
detail will be issued after they become law. 
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SUBJECT: Dissolution of Corporations: formpFailure to Comply 
with? The Corporationsmlaxs Act 


DISSOLUTION 
1. Section 251(1) of The Business Corporations Act was 
amended in 1976 in conjunction with the enactment, of;,.The 
Corporations Information Act of 1976. The amended section 


251(1) gives to the Minister of Consumer and Commercial 
Relations the power to dissolve a corporation when he has 
been notified by the Minister of Revenue that the corpora- 
tion is in default in complying with the provisions of The 
Corporations@elaxeActy, lOve 


2. It is imperative that corporations comply with all 
provisions of The Corporations Tax Act including the 
timely filing of returns and the payment of all taxes 

Dp ; when due. Failure to respond, after notice, may result 
in dissolution, the consequences of which can be severe 
including the forfeiture to the Crown of any real or 
personal property of the corporation at the date of its 
dissolution. 


3. To exercise the power to dissolve a corporation, the 
Minister of Consumer and Commercial Relations will give 
notice either by registered mail to the corporation or 
by publication once in the Ontario Gazette. The dissolu- 
tion will take place within 90 days after the giving of a 


NOLICe. 
REVIVAL 
4. A corporation that has been dissolved may be revived, at 


the discretion of the Minister of Consumer and Commercial 
Relations, if application for revival is made within two 
years of the date of dissolution. This application must 
be accompanied by a consent of the Minister of Revenue to 
the revival of the corporation. Before this consent is 
given all returns due for the period before and subsequent 
to the dissolution must be filed and all taxes owing must 
be paid. 


® 5. Revivaleorramcorporataon secharter) abterithe jtwoyyears 
can be accomplished only through a Private Member's Bill. 
A certificate from the Minister of Revenue, showing that 
all taxes payable under The Corporations Tax Act to date 


have been paid, must be given to the Clerk of the House 
before the bill can be introduced. 


CONSENTS AND CERTIFICATES 


6. If you have questions concerning the consent to revival 
or the certificate of taxes paid, mentioned above, 
COnLactc: 


Corporations Tax Branch, 
Tax Roll Section, 
Queen's Park, 
TOLOnNto;Ontarie, 

M7A 1Y1. 


Telephone: (416) 965-1004 


ITI OME D Gal Blas SL > m 7) NT 
PURDHER ENB ORMALT OM 


7. For additional information concerning dissolution of 
corporations ‘and revivals ‘of charter contact: 


Corporations Information Section, 

Companies Services Branch, 

Ministry of Consumer and Commercial 
Relations, 

555 Yonge Street, 

Toronto, Ontario, 

M7A 2H6. 


Telephone: (416) 965-5424 
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SUBJECTS eerrovisi On Ol bien Glearances ‘ 


STATUTORY LIEN 


1. Section 167 of The Corporations Tax Act creates a lien on 
the property of a corporation in respect of the taxes, 
interest and penalties that are imposed by the Act. This 
provision is at present effective from January 1, 1968. 
Purchasers of property that has been owned by a corpora- 
tion during a period since that date cannot be certain of 
obtaining clear title unless a lien clearance is obtained 
from the Corporations Tax Branch. Property is very broadly 
defined in section 1(1) (58) of the Act to include every- 
thing that could have value to the corporation. 


LIEN CLEARANCES 


) 2. Although requests for lien clearances are usually made by 
lawyers on behalf of purchasers, mortgagees or lessees, 
they are also received from corporations in respect of 
property which they are proposing to sell. Once a lien 
clearance is given on a specific property it is honoured 
with respect to that property and the subject corporations 
regardless of who obtained it. However, it is binding 
only if used for the transaction for which it was obtained 
and only to the date stated in the clearance. 


3. When a lien clearance is given it is honoured for 30 days 
from the date specified in the clearance to allow the 
transaction to close. If the transaction is not closed 
within 30 days, a request must be made for the clearance 
to be extended with respect to the corporation which 
currently owns the property. If no liability has arisen 
in the meantime the clearance will be extended. It will 
not of course be necessary to extend a clearance for any 
prior corporate owners. 


COMPLIANCE TO DATE 


4. Lien clearances may be requested with respect to any 
specific property of which the corporation in question 
S is or has been the registered or beneficial owner since 
January 1, 1968. A clearance will be given if the 
corporation in question has filed returns, complete with 
appropriate financial statements, and has paid all taxes 


owing for the fiscal years in which it owned the property. 
Where a clearance is requested for a corporation which is 
currently on title, a clearance "to date" will be given if 
the corporation has met its requirements up to and includ- 
ing its previous fiscal year and has real property remain- 
ing. 


DISPOSPTELON OF GAST PROPERTY, 


5. When a lien clearance is requested in respect of a trans- 
action which will result ‘°in the sale of all, or substan- 
tially all of the real property of a corporation, a copy 
of the sale agreement is requested together with the 
corporation's calculation of taxable income from this 
sale. Also requested is information on its other income 
since its last return. This material is quickly reviewed 
by auditors of the Branch and if a tax liability is indi- 
cated the amount of tax, or security for payment of the 
tax, is obtained before a lien clearance is granted. 


5. If a mortgage is taken back by a corporate vendor for part 
of the sale price the corporation may be able to claim a 
mortgage reserve, which will result in some tax being 
deferred. In this event an undertaking will be requested 
from the corporation, under seal, not to encumber, assign 
or give a discharge of the mortgage until the deferred 
taxes have been paid or secured. 


SALE OF A MORTGAGE 


7. #The sale of a mortgage by a corporation is treated similarly | 
to the sale of any other property. Where a corporation has 
set up a reserve under section 24(1)(p) then section 24 (2) 
requires the corporation to obtain the Minister's consent 
and to provide in writing the names of purchasers, pledgees, 
Or assignees and the amount of cash to be received for the 
security before it is disposed of. This may be effected by 
including this information with a request for lien clearance. 
A corporation must be up-to-date with its returns and pay- 
ments as outlined in the preceding paragraphs. If the 
company has given the Branch an undertaking not to dispose 
of that particular mortgage, an immediate calculation of 
tax may be made and payment, or some alternative security, 
required before the release of the undertaking. 


RIORITY REPORT FOR MORTGAGE PURPOSES 


& 


When a corporation is using property as security for 
borrowing money (e.g. real property mortgage) a mortgagee 
may request that a lien clearance be given. In these 
circumstances the Branch will not give a lien clearance in 
the manner set out above but will provide a report in the 
form of a notice of statutory lien. If the company is 
up-to-date with its filing of returns and payment of taxes 


our report will state: "... although there is a statutory 
lien for taxes, interest and penalties imposed under The 
Corporations Tax, 1972 against: ... the Province of 


ee 


Ontario claims no priority over the mortgage and to future 
advances under that mortgage for such taxes, interest and 
penalties and will claim to be a subsequent encumbrancer 
to the mortgage and to future advances made under it pro- 
viding it is registered, and the first advance under the 
particular mortgage is made within 30 days of the date of 
issue of this letter. In any foreclosure action or sale 
under power of sale, the Province shall be joined as a 
subsequent encumbrancer." This is not a clearance for the 
sale of the property. 


9. In some cases a loan is secured by a floating charge. In 
these cases the Branch does not use a reference to "no 
priority". The floating charge may not terminate for an 
extended period of time and will also cover other assets 
acquired in later years. The report provided by the Branch 
in these cases is simply a guide to the lending company 
stating that the corporation concerned has filed its re- 
turns and paid tax as estimated up to and including a 
specific year. 


CONFIDENTIALITY OF TAXPAYER INFORMATION 


10. It is of the utmost importance that confidentiality of 
information received from taxpayers be respected. In 
many cases it is necessary to contact representatives of 
the corporation in respect of which the clearance is 
requested to obtain the information necessary to determine 
whether a liability exists and how much is involved. It 
is not possible to indicate to the person requesting the 
clearance what information is required or to estimate the 
delay which may result in obtaining it. For these reasons 
lawyers and others are reminded that the Branch cannot 
guarantee to provide a lien clearance on short notice and 
they should therefore make their requests in good time 
before the transaction closes. 


ADDRESS FOR LIEN CLEARANCES 
ll. Requests for lien clearances should be sent to: 


Liens Section, 
Corporations Tax Branch, 
Ministry of Revenue, 
Queen's Park, 

Toronto, Ontario, 

MAAS LYM, 


Telephone: (416) 965-2936 
The location is: 


77 Bloor Street West, 
PZ ches OOr. 


Ontario 
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Number 6-77 November 14, 1977 


SUBJECT: New Legislation (Bill 15) - Capital Tax 
Regulations - Capital Cost Allowances 


GENERAL 


1. Bill 15 amended The Corporations Tax Act, 1972 and 
implemented some of the changes announced in the Budget 
of April 19, 1977. These changes were described in 
Information Bulletin Number 3-77 dated April 19, 1977. 
They buble recelvedmnoyaleassent son JUly/ 127.0197 773 


CAPITAL TAX (Secrion Téi) 

2. New capital tax rates implemented by section 4 of Bill 
15 will apply to fiscal years ending after April 19, 
1977. The new rates are as follows: 


D Taxable Paid-up Capital in Ontario Rate 


Corporations other than Banks 


> 20 - $ 50,000 SED 
$50,001 - $100,000 $100 
over $100,000 Seek he ape NE 
Banks S/O, OLS 
Certain Special Types of Corporations 
(section 135) $5 
PRORATION 


3. Section 7(2) of the bill provides that in fiscal years 
which straddle April 19, 1977, corporations with taxable 
paid-up capital over $100,000 will prorate the increase 
in capital tax resulting from this change. This is done 
by calculating the capital tax payable, firstly under the 
amended provisions, and secondly under the provisions as 
they stood before Bill 15 was passed. The amount arrived 
at in the first calculation is reduced in the proportion 
that the number of days after April 19, 1977 bears to the 

D total number of days in the fiscal year. The amount 
arrived at in the second calculation is reduced in the 
proportion that the number of days before April 20, 1977 
bears to the total number of days. The tax payable is 
the sum of the two reduced amounts. 


Corporations which will now pay $50 or $100 may not prorate 

but will pay the capital tax payable under the new provis- 

ions. There is one exception to this rule, however. Cor- 
porations whose fiscal year is less than 365 days (includ- 

ing those that will now pay $100) may use the provisions of 6 
section 136 to reduce their capital tax payable in the X 
proportion that the number of days in their year bears to 

365, subject to a minimum payable of $50. 


Corporations Tax Annual Return CT23 has been revised and 
the forms now being issued provide for these calculations. 


INSTALMENSS (SECTION 148) 


he 


You are reminded that instalments are required when the 
estimate of the amount of tax due for a fiscal year is 
$2,000 or more. Because of the change in capital tax rates 
it may be necessary to make a new estimate, and to increase 
the amount of each instalment. 


Estimates are made at current year's rates on the amount 
subject to tax for etther the previous year or the current 
year. The following figures illustrate a corporation with 
a current year column (c) and two alternative previous 
years: 


Current 
Previous Previous Year 

Year Year Estimate 

(a) (b) (a) 

Income Tax Spl AsO) S200 $1,260 
Capital Tax - old rates 600 700 ihe ft eKe) 
Original Estimate $2,400 S 2b 00 Sea 
Increase in Capital Tax 210 250 370 
Revised Estimate S277 010 53,050 $2,680 


A corporation whose previous year is column (a) would have 
based its estimate on current year expectations and calcu- 
lated its instalments at one-sixth of $2,310. It should 
revise its figures and would now elect to base its estimate 
on the previous year. It should therefore increase each of 
its remaining instalments by one-sixth of $300 ($2,610 - 
$2,310). If its previous year were column (b) it would 
continue to base its estimate on the current year and would 
increase its remaining instalments by one-sixth of $370 

(32 ORD ama 7 LO )a 


The balance of tax due at the end of the second or third © 
month of the following year will be, in every case, the tax 
payable for the current fiscal year less the total of all 
instalments paid. The due date is the last day of the third 


ilo foe 


month of the following year if the corporation has made a 
small business deduction under section 125 of the Income 
Tax Act (Canada) in either the current or the previous 
fiscal year. In other cases it is the last day of the 
second month. 


RESOURCE ALLOWANCES (SECTION 24(1)(x)) 


we 


Section 1 of Bill 15 adds a paragraph to section 24. The 
effect of this change is to permit the setting of a resource 
allowance for oil and gas corporations by regulation. 
Previously there was no resource allowance. Regulations 
setting out details of this allowance will be filed in the 
near future. Details will be given in an Interpretation 
Bulletin in due course. 


DEPLETION ALLOWANCE (SECTION 62) 


10% 


Section 2 of Bill 15 amends section 62 of The Corporations 
Tax Act. The effect of this change is to permit the setting 
of depletion rates by regulation. Previously the rate was 
contained in section 62 and the base upon which it applied 
was described in section 302 of the regulation. 


CAPITAL COST ALLOWANCES 


Li: 


ee 


Ane, 


Regulation 504/77 was filed on July 14, 1977. This regula- 
tion amends section 301(1) of regulation 350/73 under The 
Corporations Tax Act, 1972 and revokes section 309(4). 
Corporations are no longer required to claim the same amount, 
OrnesamempLODOLL LON mOLeCcapi talgcost. Tor OntariouC.C.A.was 
they claim at the federal level. This change applies to 
fiscal years ending after December 31, 1976. 


The content of classes of assets and maximum rates remain 
as set out in federal regulations under the Income Tax Act 
(Canada). Corporations who may benefit from this change 
will be those who do not wish to claim the full allowance 
available in a fiscal year at the federal level because it 
is not to their advantage, but wish to claim at the Ontario 
level a greater or lesser amount than they claimed at the 
federal level. 


A corporation that wishes to claim C.C.A. different from 
that claimed at the federal level will be required to file 
WitheLcsmOntarlomscCorporationselax Return, CT23;, /asschedule 
setting out details of the Ontario C.C.A. calculation in 
addition to a copy of its federal C.C.A. schedule. An 
Ontario C.C.A. schedule will not be necessary if the same 
C.C.A. is claimed at both levels, and the undepreciated 
Capital cost amounts in each class are the same at both 
levels. A copy of the federal schedule will suffice in 
those circumstances. 
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C2 OM Number 7-78 February 1, 1978 


SUBJECT: Major Revisions to The Corporations Tax Act - Bill 
So pee] 7 
Changes relating to Notices of Objection and Appeal 
are described in Bulletin Number 8-78. 
Bulletin Number 9-78 describes the tax measures 
introduced for Venture Investment Corporations and 
Bulletin Number 10-78 provides a summary of policy 
differences between Ontario and federal legislation. 


INTRODUCTION 


Bill 88 received Royal Assent on December 8, 1977. 

This bill introduces a new legislative approach to the taxation 
of corporations in Ontario. A significant amount of simplifi- 
cation has been achieved by adopting the provisions of the 
Income Tax Act (Canada), instead of attempting to parallel them 
by corresponding sections in The Corporations Tax Act. The 

D Corporations Tax Act will now be a much smaller piece of legis- 
lation and the relationship with the federal Act will be more 
certain and direct. 


HOW SIMPLIFICATION IS ACHIEVED 


Until now a large part of The Corporations Tax Act has 
paralleled the language used in the Income Tax Act (Canada). 
However, exact parallel has never been possible because the 
structure of the two Acts is not the same and different defini- 
tions have been used in some cases. As a result there were some 
areas of uncertainty whether the intention of the wording was 
the same as that of the federal Act. 


These problems are overcome by the passage of Bill 88. 
Section 1 of the Act as now amended will make the interpreta- 
tions contained in Part XVII of the Income Tax Act (Canada) 
applicable for the purposes of The Corporations Tax Act except 
for those differences which are spelled out. Sections 14 to 49 
of the Act now adopt the provisions of Divisions B to H (except 
Division E) of the Income Tax Act (Canada) which apply to cor- 
porations, with the exceptions spelled out in those areas in 
which Ontario has a different policy. 


DS BENEFITS TO TAXPAYING CORPORATIONS 


With the passage of Bill 88 it is now clear that where 
the intention is for the law to be the same as the federal law, 
it is the same because the same words are used. Taxpayers and 


their representatives will no longer have to make careful exam- 
ination of the detailed wording of two separate Acts. Where 
there are policy differences these will now be clearly high- 
lighted by distinct wording in the appropriate sections of The 
Corporations Tax Act. 


It will no longer be necessary to make large numbers 
of amendments each year to match changes in the federal legis- 
lation. In future, amendments will be necessary only when 
Ontario does not wish to follow federal changes, or wishes to 
change one of the areas in which the Ontario policy is different. 
Taxpayers will be saved the task of comparing the detailed word- 
ing of amendments at the respective levels. 


ADMINISTRATIVE PROVISIONS RETAINED 


The sections of The Corporations Tax Act contained in 
Part VI, which include the administration and enforcement provis- 
ions, are all retained. A change is made to the effective date 
of the statutory lien, as described below. The sections con- 
tained in Part V, which govern the making of returns, payments 
and assessments are also retained but they are subject to some 
amendments which are set out in this bulletin. 


POLTCY DIFFERENCES PRESERVED 


Those areas in which Ontario already has policy differ- 
ences to the federal legislation are preserved by the passage of 
Bill 88. The differences are listed in Information Bulletin 
Number 10-78. Future changes to these policy differences, or 
additions to them when Ontario does not choose to adopt federal 
changes, will be announced as they arise. 


As part of the adoption of federal terminology and 
provisions some basic definitions formerly used in The Corpora- 
tions Tax Act are now changed. Among them is "fiscal year". 
This term is now replaced by the federal term "taxation year" 
with exactly the same meaning. 


The term "corporation" is still used but now has the 
meaning given to it by the Income Tax Act (Canada). It now 
includes corporations without share capital as well as those 
with share capital. All non-share capital corporations are now 
subject to the provisions of The Corporations Tax Act, but 
non-profit and charitable corporations will not have to pay 
corporations tax nor file returns. These corporations together 
with those formerly subject to a special capital tax of $5.00 
under section 135 are now exempt from the payment of capital 
tax by section 49 and section 135 of the Act as now amended. 


OTHER CHANGES 


Several changes have been made by Bill 88 as part of 
the process of simplification. 


gross The definition "gross revenue" has now been 
revenue changed to that used in section 248(1) of the In- 
come Tax Act (Canada) (section 1(1) (a)). 
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The definition of "family farm corporation" now 
includes those of which the shares are held by 
another family farm corporation (section 1(1) (d)). 


A non-resident corporation which is carrying on 
business in Ontario is now subject to corporations 
tax. Previously such corporations were subject to 
corporations tax only if they carried on business 
through a permanent establishment in the Province 
(section 2). 


The Act now provides that an Ontario value for land 
that is in inventory must be calculated, if interest 
and taxes relating to the land have been treated 
differently than at the federal level in calculating 
income for Ontario purposes. If it has not been 
treated differently then the value used for land and 
all other inventory must be the same as at the federal 
level (section 14(2)). 


It also changes the method used to tax management 
fees, royalties, rents and similar payments paid to 
a related non-resident corporation. Formerly 5/12 
of such amounts could not be deducted from income. 
The rule now is that 5/12 of such amounts must be 
added to income (section 14(6)). 


The expenses of advertising on foreign broadcasting 
undertakings can no longer be deducted in calculating 
taxable income. These expenses will now be treated 
in the same way as expenses of advertising in a non- 
Canadian newspaper or periodical and will conform 
with the federal treatment of both items by the adop- 
tion of section 19 and section 19.1 of the Income Tax 
Act (Canada). Effective dates are the same as in the 
federal Act (section 14(1)). 


Gifts to Her Majesty in the right of another Province 
are now fully deductible. The limit that previously 
applied to such gifts (20% of income) has been removed. 


The reference in the Act to loans indirectly froma 
shareholder has now been clarified to specifically 
include loans from a person related to a shareholder. 
Any such loans must be included in paid-up capital 
(sectione. 26 Gl)n(d))) 


The investment allowance permitted as a deduction 
from paid-up capital will now be limited to the 
value of the investments used in the formula by 
which this allowance is calculated. A corporation 
will not be able to deduct more than the value of 
its eligible investments (section 127(1) (c)). 


A second amendment to this section permits the amount 
of discount allowed on the sale of shares of the cor- 
poration to be deducted from paid-up capital. Form- 
erly this deduction was available only to mining com- 
panies (section 127(1) (b)). 


eb ae Small businesses may make their final tax payment 
Payprenes three months after the end of their taxation year 
if they have claimed a small business tax credit 
in either the current or the previous year. Form- 
erly the reference was to a small business tax « 
credit in the previous year only. The new provis- 
ion will be the same as the federal one. Companies 
which do not qualify as small businesses must make 
their final payment at the end of the second month 
after their taxation year (section 148(3) (b)). 


Jeterminaztion The Act now allows the Minister to determine the 
¥ Fe anc amount of capital gains refund to mutual fund, in- 
earttai vwains vestment or other corporations. It also allows 
refunds the Minister to determine the amount of a corpora- 
tion's losses. This change is made to give corpora- 
tions a right to appeal the amount calculated. 
Legal costs of such an appeal will be deductible 
(section 150). 


att Interest credited on account of instalment payments 
erest overpaid may now be refunded to a corporation. 
Formerly credit interest on instalments was allowed 
only to the extent that it offset debit interest on 
underpaid instalments (section 153(1)). 


Statutory The lien provisions of the Act will now apply only 

lten to the period subsequent to 1972. The start of the 
lien period will be moved forward one year at the 
end of each calendar year, so that it will never 
exceed six years. The first paragraph of Informa- e 
tion Bulletin Number 5-77 should now be amended to 
reflect this change. Lien clearances should not 
be requested in respect of dates prior to 1973 
(section 167). 
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Changes announced in the federal budget of May 25, 1976 
which were enacted in Bill C-22 (1976) are matched in Ontario by 
the adoption of the federal provisions as they now stand. They 
have the same effective dates as in Bill C-22. Changes announced 
in the federal budget of March 31, 1977 and the economic and fis- 
cal statement of October 20, 1977 and which are now included in 
Bill C-11 (1977) will also be matched by the passage of Bill 88. 


Where effective dates are not separately mentioned above 
the provisions described in this bulletin apply to corporations in 
respect of taxation years ending after December 7, 1977. 
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Number 8-78 February 1, 1978 


SUBJECT: Changes to Some Provisions Relating to Notices of 
Objection or Appeal - The Corporations Tax Act 


INTRODUCTION 


Bill 88, which received Royal Assent on December 8, 
1977, introduced several changes designed to simplify The 
Corporations Tax Act. Examples of such changes occur in the 
objections and appeals provisions. 


DESIGNATED ASSESSMENT 


An important change is being made in those instances 
in which a corporation that has been re-assessed by Revenue 
Canada receives a corresponding re-assessment on the same basis 
from this Branch. In future such re-assessments, or parts of 
re-assessments, will carry the indication "designated assess- 
5 ment" (section 160b(1)). 


OBJECTIONS TO DESIGNATED ASSESSMENTS 


A corporation receiving a "designated assessment" to 
which it wishes to object on the same basis as its objection to 
the federal re-assessment need no longer serve a Notice of Ob- 
jection on this Branch. The corporation and the Minister will 
be bound automatically by the decision of the Minister of 
National Revenue, by the decision of the Tax Review Board, and 
by the decision of a Court of Competent Jurisdiction, if pro- 
ceedings are taken that far. The Branch will, where necessary, 
re-assess the corporation in accordance with any such decision 
(section 160b(2)). 


OPTION TO SERVE NOTICE OF OBJECTION 


A corporation which does not wish to be bound auto- 
matically in this way still has the option to serve on the 
Minister a Notice of Objection to the designated assessment in 
accordance with the provisions of section 154 (section 160b(1) 


(d)). 


> EXTENSION OF TIME TO SERVE NOTICE OF OBJECTION 


A new section now permits the Minister to extend the 
time for a corporation to serve a Notice of Objection, or Notice 
of Appeal. Without this extension a notice must be served within 


90 days of mailing by the Branch of the assessment or re-assess-— 
ment to which the notice applies (section 160a). 


The Branch will not accept Notices of Objection which 
are not accompanied by Statement of Facts and Reasons. 


APPLICATION FOR EXTENSION OF TIME 


To obtain an extension of time for serving a Notice of 
Objection, or Appeal, application must be made in writing before 
the expiry of the 90 days mentioned above. It should state the 
length of extension required and give reasons to support the re- 
quest. 


The application should be addressed to the Director, 
Corporations Tax Branch, Parliament Buildings, Queen's Park, 
Toronto, Ontario, M7A 1Yl. 


Corporations that believe they will have to apply for 
an extension should bear in mind that it must be considered and 
a decision made before the 90 day period is over. They should 
therefore make their application as soon as possible to avoid 
the possibility that the period may expire and they will no 
longer be able to serve a Notice of Objection if the extension 
is not granted. 


REASONS FOR EXTENSION OF TIME 


Extensions of time for serving a Notice of Objection 
or Appeal will be granted only when there are compelling reasons. 
Recurring pressures such as workload, vacation or stocktaking 
will not alone be accepted as reason enough. 


ASSESSMENTS NOT INVALIDATED BY NEW ASSESSMENT 


An amendment to the Act now makes it unnecessary for a 
corporation to serve a new Notice of Objection simply because a 
re-assessment or an additional assessment has been issued for a 
year that is under objection. Formerly it was necessary to 
serve a new notice whenever a re-assessment was issued. The 
corporation may, if it wishes, serve an additional Notice of 
Objection in respect of new matters raised in the re-assessment, 
or if the new matters are contained in a "designated assessment" 
it may rely on its notice at the federal level. The same consid- 
erations apply in respect to a Notice of Appeal (section 154(6)). 


SECURITY FOR COSTS NO LONGER REQUIRED 


Corporations that proceed to appeal are no longer re- 
quired to pay into Court security for costs when an appeal is 
instituted. It is also clarified that appeals shall be heard 
in the High Court (section 155). 


EFFECTIVE DATES 


The changes noted in this bulletin are all effective 
from December 8, 1977. 
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SUBJECT: Tax Incentives for Investment in a Venture Investment 
Corporation (VIC) 


INTRODUCTION : 


Included in Bill 88 which received Royal Assent on 
December 8, 1977 were the provisions necessary to give effect 
to the tax incentives announced in the Budget of April 19, 
1977 to encourage corporations to invest in venture investment 
corporations. These are spread throughout The Corporations 
Tax Act. 


The Venture Investment Corporations Registration Act, 
1977, which received Royal Assent on July 12, 1977, introduced 
the legislation to authorize the establishment of these corpor- 
ations and the rules they have to meet to maintain registration 
as VIC's. This legislation is being administered by the Minis- 
D> try of Consumer and Commercial Relations. These corporations 
will pay income tax and capital tax in the normal way. 


Both pieces of legislation were proclaimed in force 
and are effective from January 1, 1978. 


DEDUCTION FROM TAXABLE INCOME 


Corporations which invest in a VIC will be allowed to 
deduct from their taxable income in the year of investment an 
amount equal to 2% times the cost of the VIC shares. Where 
they cannot deduct the whole of this amount in one year the 
portion undeducted may be carried forward and deducted in any 
subsequent year (section 31). 


SALE OF VIC SHARES 

When the shares of the VIC are sold the investing 
corporation will be required to add to its income in the year 
of the sale an amount equal to 2% times the lesser of:- 


(a) the proceeds from the sale, or 


(b) the cost of the shares (section 16(4)). 


Where a capital loss is incurred in the sale it will 
be allowed only to the extent that it exceeds the amount already 
deducted on the purchase of the shares (section 15(5)). 


DEEMED SALE OF -VIC SHARES 


In each of the circumstances outlined below the shares 
will be deemed to have been sold and the corporate investor will 
be required to add to its income 2% times the cost of the shares:- 


(a) the corporation ceases to have a permanent establishment in 
the Province (section 16(5)), 


(b) the VIC's registration is revoked (section 16(4) (b)), or 


(c) the shares are transferred to another corporation in an amal- 
gamation or winding up (section 25(5)). 


LAX INCENTIVE NOP REDUCED BY ALLOCATION OF INCOME 


Deductions from and additions to income resulting from 
transactions in VIC shares will relate only to Ontario income 
and will not be affected by allocation to other Provinces if 
the corporation operates in jurisdictions outside Ontario (sec- 
Eronselo(4) yest l) (a) (art) 


NON CAPITAL LOSS NOT ALLOWED 


Corporations that have incurred a non capital loss on 
the disposition of VIC shares will not be allowed to deduct the 
loss in computing taxable income (section 14(12)). 


REGISTRATION OF Vic's 


For information on the registration of Venture Invest- 
ment Corporations, please contact the Ontario Securities Commis- 
sion, 10 Wellesley Street East, Toronto, Ontario, M7A 2H7. 
Attention: Mr. J. Sedlak, Telephone: 963-0259. 
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ep Number 11-78 March 7, 1978 


ONTARIO BUDGET 1978 


This Bulletin describes changes in The Corporations Tax Act, proposed by the Treasurer 
of Ontario in the 1978 Budget released on March 7, 1978. Information Bulletin Number 
12-78 describes administrative changes included in the bill now before the Legislature. 


HIGHLIGHTS 


e INSURANCE COMPANIES—PREMIUMS TAX REDUCED TO 2% ON 
ACCIDENT, SICKNESS AND ALL LIFE INSURANCE PREMIUMS. 
CHANGES IN THE FEDERAL INCOME TAX TREATMENT TO BE 
PARALLELED. 


e LOAN AND TRUST COMPANIES—TO PAY CAPITAL TAX ON THE 
SAME BASIS AS BANKS. 


° TAX TREATMENT OF GOVERNMENT ASSISTANCE PROGRAMS WILL 
PARALLEL THE FEDERAL PROVISIONS. 
° CAPITAL COST ALLOWANCE ON MULTIPLE RENTAL HOUSING— 
THE PROVISION PERMITTING THIS TO BE DEDUCTED FROM 
»> ANY INCOME IS EXTENDED FOR ONE YEAR. 
° FAST WRITE-OFF FOR POLLUTION CONTROL EQUIPMENT IS 
EXTENDED FOR ONE YEAR. 


e CORPORATIONS TAX INSTALMENTS WILL NOW BE REQUIRED AT 
THE END OF EACH MONTH. 


INSURANCE COMPANIES - INCOME TAX AND PREMIUMS TAX TREATMENT 
(SECTIONS 46 AND 143) 


Several changes in the income tax treatment of insur- 
ance companies were made in federal Bill C-11l which became law 
on December 15, 1977. These changes have been adopted automa- 
tically by Ontario under section 46. 


The rate of tax on insurance premiums is reduced 
from 3% to 2% on premiums received under contracts of accident 
insurance, sickness insurance and life insurance. The 3% rate 
will continue to apply to premiums for all other types of in- 
surance. The additional tax of 5 of 1% on premiums for prop- 
erty insurance will also continue. 


This change is effectiye March 8, 1978 and applies 
to taxation years ending after March 7, 1978. For taxation 
years which straddle this date the increase will be pro-rated 
in proportion to the number of days after March 7, 1978. 


LOAN AND TRUST CORPORATIONS - TAXABLE PAID-UP CAPITAL (SECTIONS 
Lao. eee (oo) 1 ol Gaon oe (2) ) 


The taxable paid-up capital of corporations which are 
registered to carry on business under The Loan and Trust Cor- 
porations Act will be calculated in the same manner as for 
banks. These corporations will, therefore, include the follow- 
ing items in their taxable paid-up capital: 


® paid-up capital stock, 
@® earned, capital, and any other surplus, 


@® reserves, except those allowed as a deduction in 
computing taxable income (section 126(3)). 


Surpluses include retained earnings and contributed 
surplus. Reserves include deferred taxes and differences be- 
tween depreciation charged in the books and capital cost allow- 
ances claimed. No investment allowance or other deduction will 
be allowed (section 127(2a)). The rate of tax applied to the 


portion of taxable paid-up capital which is allocated to Ontario 
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This change applies to taxation years of corporations 
ending after March 7, 1978. For taxation years that straddle 
this date the change in capital tax resulting from these amend- 
ments will be pro-rated in proportion to the number of days 
attersMarch #, LO7S. 


TREATMENT OF GOVERNMENT ASSISTANCE PROGRAMS - (SECTIONS 14(4) (a) 


AND (b), 16(4)(e)) 


The treatment of government assistance for the acqui- 
Sition of depreciable property will now parallel the federal 
provisions by removing the exception to section 13(7.1) of the 
Income Tax Act (Canada). That section will now be applicable 
in Ontario and corporations must deduct from the undepreciated 
capital cost of their assets the amount of assistance received, 
less any part repaid. Grants, subsidies, loans, allowances or 
deductions from tax are all included in the definition of gov- 
ernment assistance. Formerly, it was not necessary to deduct 
any tax credits from U.C.C. A similar change is made with re- 
spect to assistance related to a deductible expense. The per- 
missible deduction will be reduced by the amount of assistance 
(section 14(4) (a) and (b)). 


A corresponding change is made in respect of capital 
gains. The amount of government assistance received, less any 
part repaid, must now be deducted from the adjusted cost base 
of capital property. This is achieved by the repeal of section 
TS 4 (CL. 


This change is effective for property acquired and 
for expenses incurred after March 7, 1978. 
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CAPITAL COST ALLOWANCES ON MULTIPLE UNIT RESIDENTIAL BUILDINGS 
(REGULATION SECTION 301) 


Ontario parallels the federal provision which permits 
the capital cost allowance on certain multiple unit residential 
buildings defined in federal capital cost class 31 to be deduc- 
ted from any source of income. This provision is extended one 
year by moving to 1979, the date before which the building must 
be commenced. This date appears in the capital cost class. 
Ontario will parallel this extension by virtue of regulation 
section 301 which adopts the definition in class 3l. 


POLLUTION CONTROL EQUIPMENT - (REGULATION SECTION 301) 


Pollution control equipment acquired within certain 
time periods which comes within the definitions in federal 
capital cost classes 24 and 27 is eligible for fast write-off 
Over two years. These time periods are extended by one year to 
the end of 1979. This change also is effected by virtue of 
regulation section 301 which adopts the definitions and dates 
included in these classes. 


INSTALMENT PAYMENTS - (SECTION 148(3)) 


Corporations whose estimated tax payable is $2,000 or 
more will be required to pay their tax in twelve instalments 
instead of six instalments presently required. An instalment 
will be due at the end of each month in the taxation year and 
will be calculated as follows: 


(a) 1/12 of the estimated tax payable for the current taxation 
year, or 


(b) 1/12 of the estimated tax payable based on the previous tax- 
ation year, or 


(c) (i) at the end of each of the first two months - 1/12 of 
the estimated tax payable based on the taxation year 
immediately preceding the previous taxation year, and 


(ii) at the end of each of the remaining ten months - 1/10 
of the amount remaining when the amount paid in the 
first two months is deducted from the estimated tax 
payable based on the previous taxation year. 


The estimated tax payable based on a prior year is 
calculated by applying the rates of tax in the current year to 
the taxable income and other subject of tax in the prior year. 
This change will apply to taxation years commencing after June 
cee, CW ASS. 
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ADMINISTRATIVE CHANGES 


The following are the administrative changes included in Bill 28 to amend The Corpora- 
tions Tax Act which is now before the Legislature. 


SUMMARY 


e RULES ARE MADE TO DETERMINE THE VALUE OF ASSETS AND 
RESERVES ON COMMENCING OPERATIONS IN ONTARIO. ; 

e CALCULATION OF INTEREST ON TAX DEFICIENCY OR OVER- 
PAYMENT !S CLARIFIED. 


e INTEREST IS TO BE CHARGED ON TAX DEFICIENCY ARISING 
FROM A REFUND OF TAXES PREVIOUSLY PAID. 


e CHANGES ARE MADE TO PARALLEL FEDERAL BILL C-11 IN 
THE FOLLOWING: 


BASIS FOR PENALTY ON UNDERESTIMATED INCOME, DETER- 
MINATION OF LOSS, TAXATION OF COMMUNAL ORGANIZATIONS, 

jp . RESOURCE PROPERTIES (EXCEPT PARTNER’S PROCEEDS AND 
SASKATCHEWAN NET ROYALTY PAYMENTS). 


CORPORATIONS COMMENCING OPERATIONS IN ONTARIO - (SECTION 12(3)) 


Rules will be added to the Act to cover the situation 
of a corporation that has been carrying on business outside 
Ontario and becomes subject to Ontario corporations tax. The 
capital cost allowance claimed by the corporation under the 
Income Tax Act (Canada) prior to the date the corporation be- 
came subject to Ontario tax will be deemed to have been allowed 
to the corporation for Ontario purposes as of that date. Re- 
serves claimed under the Income Tax Act (Canada) in the previous 
year will be deemed to have been claimed for Ontario purposes 
and must be included in income in the first year for which in- 
come is reported in Ontario. The balance of undeducted Canad- 
lan exploration and development expenses will be deemed to be 
the sum of such expenses incurred by the corporation less those 
claimed in previous years under the Income Tax Act (Canada). 


These rules are necessary to clarify the position of 
corporations moying into Ontario now that revisions to regula- 
tion section 201(1) permit corporations to claim capital cost 
allowances in Ontario which differ from those claimed at the 
federal level. They will be effective for fiscal years ending 
after December 31, 1976. 
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Payments made before the date on which the balance of 
tax for a year is due under section 148(3) (b) will be treated 
as instalment payments. Payments on or after that date will be 
treated as final payments. Interest will be charged on any de- 
ficiency between the amount payable at a given date and the 
amount paid at that date. Credit interest will be allowed on 
Overpayments. These calculations will apply to both instalments 
and final payments. 


These changes are made to clarify the application of 
interest and eliminate a gap in the present provisions. They 
are effective from the day the bill receives Royal Assent. 


Where an amount is refunded to a corporation which has 
Overpaid tax and a subsequent re-assessment increases the tax 
payable for that year, interest is charged on the difference be- 
tween the amount due after re-assessment and the amount paid by 
the corporation after deducting the refund. Credit interest 
will have been previously allowed on the overpayment up to the 
date of the refund. 


This amendment makes it clear that interest will be 
charged on all or part of the amount refunded in these circum- 
stances. 


Amendments will be made to adopt the following provis- 
ions of Bill C-11 which are not adopted automatically by The 
Corporations Tax Act. 


Changes will be made which wiil enlarge and spell out 
the basis on which a penalty of 25% may be levied for understat- 
ing income. It will now include (a) excessive deductions as 
well as (b) unreported gross revenue plus reserves claimed in 
the previous year and not reported in the current year, less 
applicable expenses. This change is effective from April l, 
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DETERMINATION OF LOSSES =~ (SECTION 160) 


Changes will be made to specify the circumstances in 
which the Minister will determine a corporation's loss. This 
will be done only at the request of the corporation and the 
Minister will issue a notice of determination to which the cor- 
poration may object if it wishes. If not objected to, the not- 
ice will be binding until there is a re-determination. This 
change is effective when the bill receives Royal Assent. 


OMMUNAL ORGANIZATIONS - (SECTION 48a) 


A section will be added to make section 143 of the 
Income Tax Act (Canada) applicable in Ontario as far as it ap- 
plies to corporations. The income of the group will be treated 
as the income of an inter vivos trust and if the group is incor- 
porated, the corporation will be’ treated as trustee. This change 
will apply to taxation years of corporations ending after Decem- 
bers tat o 76. 


No reserve is allowed on proceeds of sale when the 
corporation has become exempt from income tax, or is a non-resi- 
dent that has ceased to have a permanent establishment in Canada. 
This change applies to taxation years ending after December 31, 
VES) 4S 


A corporation will be required to deduct Canadian ex- 
ploration and development expenses that it is entitled to claim 
aS a successor or second successor corporation before it can 
deduct those relating to its own operations. It will also be 
required to deduct Canadian exploration and development expenses 
before it can claim the additional deduction available for the 
part of these expenses which has been incurred in Ontario. This 
change applies to taxation years ending after May 6, 1974. 


SASKATCHEWAN NET ROYALTIES 


Corporations will not be allowed to treat production 
royalty payments made to Saskatchewan as Canadian exploration 
and development expenses. 


Ontario will not follow the amendment in Bill C-1ll 
which will permit such payments to be allowed as exploration and 
development expenses at the federal level if they are of a type 
that may be regarded as the cost of acquiring a net royalty 
petroleum or natural gas lease. Section 66.2(5) (a) (iii) of the 
Income Tax Act (Canada). 


PARTNER'S PROCHEDSAOF SARE =O CSm@CTIONG2? teas) 


Ontario will not follow the amendment in Bill C-1l 
which allows a partner to credit his Canadian development ex- 
pense account with his share of the proceeds of a sale by the 
partnership of which he is a member. An amendment will be in- 
troduced by section 27(2a) to establish this exception. This 
section will be effective from December 8, 1977. 
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SUBJECT: Management Fees, Rents, Royalties, Rights, etc. - 
Section 14 (6) 


INTRODUCTION 


Before the major revisions to The Corporations Tax 

Act by Bill 88, 1977 (see Information Bulletin Number 7-78), 
section 22(1) (2) of the Act disallowed as a deduction from in- 
come 5/12 of certain payments made to a non-resident with whom 
the corporation was not dealing at arm's length. Bill 88, 1977 
introduced section 14(6) to the Act which provided that 5/12 of 
these payments were to be included directly in income instead 
of being treated as a disallowed deduction. This new treatment 
applied to taxation years ending on or after December 8, 1977. 
The Income Tax Act (Canada) does not contain corresponding pro- 
visions. At the federal level these payments are generally 

@o subjected to a withholding tax and are fully deductible in com- 
puting income. 


CHANGES IN RATE = BILL 68, 1978 


Bill 68, 1978 increased the corporate income tax rate 
to 13% from 12% effective for taxation years ending after March 
7, 1978. This made it necessary to change the portion of pay- 
ments to related non-residents that are included in income from 
5/12 to 5/13 effective for taxation years ending after March 7, 
HW 


For the taxation year that straddles March 7, 1978 a 
proration of these payments is required using the following 
formula; amount included in income equals: 


No. of days in 
taxation year 
before 
5 x Amount of Management | DIVIDED BY| 13 minus March 8, 1978 
Fee, etc. No. of days in 
taxation year 


The use of this formula gives the same effect as if 
5/12 of the payments were included in income for the period 
before March 8, 1978 and 5/13 were included for the period 
@ after March 7, 1978, without the necessity of computing two 
taxable incomes for the year. 


 ] 


CLASSES OF PAYMENTS 


Payments which must be partially brought into income 
under these provisions fall into three categories: 


(i) Management or administrative fees or charges, 
(ii) Rents, royalties or similar payments. Examples are: 


@ know-how payments for special knowledge, skills or tech- 
niques 


@® technical fees for the use of confidential technical 
information 


@® payments for the use, in Canada, of any property, inven- 
tion, trade mark, design or model, plan, secret formula, 
process, trade name or patent 


@ certain payments for information concerning industrial, 
commercial or scientific experience 


® certain payments for services of an industrial, commer- 
cial or scientific character performed by a non-resident 
person 


@ certain payments made to a non-resident to ensure that 
property or information will not be used by the non- 
resident or any other person. 


(ilijeAmLr tone in,wor torthesuse, ODemotion piCtureshiim, wore. 121ms 
or video tapes for use in connection with television, that 
have been or are to be used or reproduced in Canada. 


SCOPE “OP ENCLUSION IN INCOME 


Amounts in these categories must be included in income 
when they are paid or payable to non-residents with whom the cor- 
poration is not dealing at arm's length. They are included in 
the income of the same taxation year in which they are subjected 
to federal withholding tax. Federal withholding tax on such pay- 
ments is levied under paragraphs 212(1) (a), (d) or (e) or subsec- 
tion 212(5) of the Income Tax Act (Canada). 


PARDPOR -PAYABLE. 


Payments to non-residents are considered to be paid or 
payable when: 


@® monies in the form of cash, cheque, money order or bank draft 
have been forwarded to the non-resident 


of the non-resident and the non-resident can draw upon it at 


® cash has been deposited in a special bank account in favour 
any time, or g 


@ a legal obligation to pay has been incurred and the corporation 
has disclosed the liability in its books of account and balance 
sheet. 


For this purpose the Branch follows the guidelines 
outlined in Information Circular No. 72-9, May 12, 1972 pub- 
lished by Revenue Canada. 


DIFFERENT TREATMENT 


Under previous section 22(1)(2Z), the disallowance 
was made in the same taxation year in which the expense was 
incurred. Often this resulted in a disallowance in a taxation 
year although the withholding of federal tax did not take place 
until a subsequent taxation year. 


Under the new section 14(6), the inclusion in income 
will take place in the same taxation year for which the federal 
tax is withheld and remitted. 


EXCEPTION 


In certain situations an inclusion in income is not 
required for rents, royalties or similar payments paid to non- 
resident corporations even though the transaction was not at 
arm's length and the payments were subjected to federal withhold- 
ing tax. This will arise when the non-resident corporation, to 
which the amounts are paid, is itself required to file returns 
and pay Ontario tax under the provisions of sections 2(2) (b) or 
23) (bie OLSCherAct, 


Syalios Rn DERATITDPMEPNMTa 
at ah TEG@ULALMEANI 


The inclusion in income of 5/13 of these payments to 
non-residents should be shown on the schedule reconciling net 
income per books with taxable income for Ontario purposes. The 
amounts should be added to income in arriving at taxable income. 


Copies of federal forms NR4 Summary and Supplemental 
filed with Revenue Canada in respect of these payments should be 
attached to the CT 23 return. This will avoid requests for these 
forms at a later date. 
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SUBJECT: Carrying Costs of Undeveloped Land 


INCOME TAX 
DEDUCTION FOR INTEREST AND PROPERTY TAXES (SECTION 14(7)(e)) 


Section 14(7) (c) of The Corporations Tax Act permits 
a corporation to deduct from income for a taxation year 


@e interest on borrowed money used to acquire land or on an 
amount payable for land 


@® property taxes paid or payable in respect of undeveloped 
land to a province or a Canadian municipality 


9 if such land is included in the inventory of a business carried 
on by the corporation. 


FEDERAL LIMITATION - SEE IT-158R 


The corresponding federal section 18(2)(c) of the 
Income Tax Act (Canada) does not permit a deduction for these 
carrying costs for land held in inventory (applicable to amounts 
paid or payable after May 6, 1974). These costs are added to 
inventory under section 10(1.1) of the Income Tax Act (Canada). 


ONTARIO INVENTORY VALUATION 


Section 14(2) (a) provides that where carrying costs 
have been deducted from income, they shall not be included in 
the value of a corporation's land inventory. In such circum- 
stances, inventories reported for Ontario purposes will differ 
from inventories reported for federal purposes. 


DEFERRAL OF COSTS 


It is not mandatory that a corporation deduct these 
carrying costs for Ontario purposes. If a corporation wishes 
to defer them so that it can file on the same basis for both 
8 Ontario and Revenue Canada, it may do so. If this is the case, 
the deferred carrying costs must be added to the cost of the 
land inventory, the same treatment as for federal purposes. 


FILING REQUIREMENTS 


Corporations are requested to attach to their Ontario 
CT23 returns each year a schedule to reflect, on an annual and 
a cumulative basis 


@® the difference between the Ontario and federal treatment of 
carrying costs 


@ details of costs of land added to inventory and dispositions 
of land from inventory 


@® reconciliations between Ontario tax treatment of carrying 
costs with book treatment as shown in the financial statements. 


A corporation which has, in prior. years, deducted 
carrying costs from income may wish to bring its Ontario land 
inventory into line with its federal land inventory. It may do 
so by forwarding a letter to the Corporations Tax Branch request- 
ing an amendment to prior years returns. However, no more than 
four prior years will be adjusted to disallow the carrying costs 
which had previously been written off. 


Conversely, a corporation may request by letter for a 
retroactive deduction of carrying costs which had previously 
been added to the land inventory. As in the case above, no more 
than four prior years will be adjusted. 


Adjustments to prior years can only be made if the 
land which is the subject of these carrying costs has not been 
sold or otherwise disposed of. 


CAPITAL TAX 
CARRYING COSTS INCLUDED IN INVENTORY “ON” FINANCIAD?STATEMENTS 


For book purposes, some corporations may not deduct 
these carrying costs from income but may, instead, add them to 
the cost of the asset, land inventory. In these cases it is 
necessary to make the following adjustments when computing the 
capital tax payable: 


® in calculating paid-up capital, surplus must be reduced by 
the amount of the carrying costs which relate to land inven- 
tory still on hand and which have been deducted from income 
for Ontario income tax purposes for the current and all pre- 
vious years. 


@® in calculating investment allowance, total assets must be re- 
duced by the same amount as above. 
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Ministére du Revenu, Queen’s Park, Toronto, Ontario M7A 1Y1 Telephone: 965-1160 


This Bulletin provides information on aspects of: 


Small Business Development Corporations 

Ontario Polreical Contriputions 
AVALLaDGI acy OL Intormatiton Ole col leetion OL ta 
non-resident performers 
Sale of Property Under Power of Sale LISRAR . 2 
Dissolution of a corporation for non-copeliance with The ¢ 
porations Tax Act Mah Zi ioe 


SMALL BUSINESS DEVELOPMENT CORPORATIONS ACP 


ThicsAct a whichetook -btect auilyiely,) LORY, prevides 
for the establishment of Small Business Development Corporations 
to provide equity capital and managerial expertise to small 
businesses in Ontario. These corporations will not be subject 
to capital tax (section 19 of The Small Business Development 
Corporations Act). 


Incentives for those who invest in new equity shares 
in a Small Business Development Corporation are substantial. 
Individual investors receive a grant equal to 30% of their 
investment (section 21). Corporations which invest in Small 
Business Development Corporations receive a tax credit equal 
to 30% of their investment, which can be applied against Ontario 
corporate income tax (section 22). 


This is a new program to encourage investment in small 
businesses in Ontario. It replaces the incentives under the 
former Venture Investment Corporation (VIC) program. Accordingly, 
all provistons#ot ThesCorporationsaTaxpAct.~ relating) to.VIC's 
have been repealed effective July 1, 1979. 


To qualify for investment, small businesses must meet 
each of the following conditions: 


- be Canadian controlled corporations, 

- pay 75% of salaries and wages in respect of operations in 
Ontarzo, ; 

- employ no more than 100 full-time employees, 

- be involved primarily in mineral exploration and development, 
tourist activities, or in manufacturing and processing, or 
other prescribed business activity, 

» - operate at arm's length of the investing Small Business Devel- 
opment Corporation (section 9). 


Further information ts available fromy they Minis eye 
Revenues toll-free Information Centre. 


Pe loOLonuco,, dtal 6965-8470 . 
In area code 807, ask the Operator for Zenith 8-2000. 
All other areas in Ontario, dial 1-800-268-7121. 


CARO Pore’ POAT CONMRIBUTTIONS 


Corporations contributing to the provincial’ politica 
process have generally ensured that contributions are madeuts 
Eegistered political parties, constituency associations angecame 
didates within the limitations provided by section 19 of The 
Election Finances Reform Act. However, there has been the 
occasional situation where a corporate contributor, throughw ad 
oversight, has made contributions to candidates in excess of the 
22,000) aggregate limitation provided by section L9(1)ib) (1am 
This contravention could have been avoided had the corporation 
directed the excess monies instead to a constituency association 
ClmLOna DOlitical partys 


For this reason the Commission on Election Contributions 
and Expenses has requested that corporations be reminded of the 
provisions of section 19 of The Election Finances Reform Act 
governing the limitations on contributions as follows. 


Seceresem JIS) (CL) 


Contributions by any person; Corporation or trecesunvon 
to political parties, constituency associations and can-— 
didates registered under this Act are limited to those 
Set-Out ineclauses avand band shal il notmeexceed™ 


(a) eiieanye Vea, 
(i) $2,000 to each registered party, and 


(ii) $500 to any registered constituency association 
but Im respect of) registered comsiatuencysasca. 
ciations of a registered party, an aggregate of 
92,000 to constituency associations of each 
PEGiStered party, sand 


(b) in any campaign period in addition to contributions 
authorized under clause a, 


(1) $27000 in relation to the election an such 
Period#toveach registercdsparty 7 and 


(1) >500"In welation sto theselecticns’ nmsuch 
period to any registered candidate, but in 
respect of candidates endorsed by a registered 
panty, an aggregate of S27000towrecictercu 
candidates of each registered party. 
Interpretation Bulletin L-2 of July) 1977 esetomomm ( 
these limits in tabular form and provides further insormawione 


Corporations are also requested to note that a contra- 
vention of the contribution limitations of The Election Finances 
Reform Act can occur through the failure to observe that: 


(1) Corporations that are associated with one another under sec- 
tion 256 of the Income Tax Act (Canada) shall be considered 
as a Single corporation for purposes of the Act (section 
dial OPN 


ee) moOncepabl Onetne prices parderom a ticketsort admission to a 
fund-raising function sponsored by a registered political 
party, constituency association or candidate may be consid- 
ered a contribution (section 724 (3) ). 


Any questions in these matters should be directed to 
cnescOmmiss1Ony OLLicessat 15Is Bloor Street West, Toronto, Ontario, 
M7A 1A2, or by telephoning 965-0455. 


AVAILABILITY OF INFORMATION ON TAX PAYABLE BY NON-RESIDEN'! 
PERFORMERS - (SECTION 148a) 


LiGoOrMa tv rOneoua Lela lo—) Oyo tTe ADE el 0, bOo79 notiiied 
promoters and other persons making payments to incorporated non- 
resident entertainers that they should deduct 5% of the payment 
On account of the non-residents' corporations tax. A more de- 
tailed notice on this subject which includes guidelines to pro- 
moters when there is doubt whether the non-resident is a corpor- 
ation, is now available from the Branch and is being distributed 
to addressees on our list of promoters. Readers of this Bulletin 
who would like a copy of the detailed notice should make their 
request to the Corporations Tax Branch, telephone (416) 965-1160. 


wAbEo UNDER POWER OF SALE AND THE CORPORATIONS TAX ACT, 1972 


Section 30(1) of The Mortgages Act requires that the 
Ministry of Revenue be served with a Notice of a Power of Sale, 
in cases where the mortgagee exercising the Power of Sale has 
received a written notice of a statutory lien under The Corpor- 
Selonce laxmnccwe Lod 2eeeelhivs woltten notice qiven by the Corpor- 
ations Tax Branch just prior to the time the mortgage is regis- 
tered, specifically states that although there is a statutory 
tien fOr taxes, interest and penalties; no priority will be 
claimed over the particular mortgage provided that it is subse- 
quently registered and the first advance is made within thirty 
days of the date of the Branch letter. The letter also states 
that in the event of a foreclosure action or sale under Power 
of Sale, the Province of Ontario must be joined as a subsequent 
encumbrancer. 


At present, the Ministry of Revenue acknowledges re- 
ceipt of Notices of a Power of Sale and at the same time requests 
an accounting of any available surplus. Our past experience has 
demonstrated that surpluses rarely result from this type of 
action. 


Effective immediately, the Ministry of Revenue will 
no longer acknowledge receipt of Notices of a Power of Sale. 
However, the documents are still required to be served on the 
Ministry, in order to comply with The Mortgages Act. This 
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change will, of course, in no way affect the Ministry's existing 
right to an accounting of any surpluses which may in fact anise, 


It should be noted that in the rare case where no 
waiver of priority has been given by the Corporations Tax Branch, 
the property will be sold subject to any lien that existed at the 
date the mortgage was registered and this lien will have priority 
over the mortgage. 


CORPORATE DWI SSOLULLION POR FAILURE FO FILE CORPORATE Clas TAX 
> OR PAY TAXES; INTEREST AND PENALTIES 


The Corporations Tax Branch, Ministry of Revenue; ds 
charged with the responsibility of administering The Corporations 
Tax Act, 1972, including the enforcement provisions contained 
therein. The Branch will continue to enforce compliance with the 
Act by the use of such measures as prosecutions through the Pro- 
vincial Court for failure to file tax returns and: the isstancesor 
third party demands and warrants of execution for failure of a 
corporation to pay its taxes, interest and penalties. 


Section 251(1) of The Business Corporations Act gives 
the Minister of Consumer and Commercial Relations the power to 
order the dissolution of a corporation when he; 


(1) has been notified by the Minister of Revenue that the cor- 
poration: is) 2n default am complying wrth sthe  provisionsto: 
Them Corporations Tax, Act, Lome pe ands 


(2) has given notice by registered mail to the corporation oreby 
publication once in The Ontario Gazette that such an order 
will be issued unless the corporation remedies its default 
within ninety days after the giving of the notice. The Min- 
ister of Consumer and Commercial Relations currently gives 
such notice by publication once in The Ontario Gazette. 


Where considered necessary in the circumstances, the 
Branch will-call tor the dissolution Of (a scOrporaci1 on when, 
after notice has been given, the company fails to remedy its 
default. Notice in this case takes the form of a Branch letter 
mailed to the last known address of the company, setting forth 
the final date, on or before which the company must comply. 
After this final date, no further notice will be given by the 
Branch to the corporation before steps are taken to have the 
company dissolved by the Minister of Consumer and Commercial 
Relations. 


Consequences of dissolution by Ministerial order can 
be severe, resulting in forfeiture to the Crown of all the com- 
pany's assets. 


INACTIVE CORPORATION AND THE FILING OF AN AFFIDAVIT 


A corporation is considered to be active by the Branch 
as long as the articles of incorporation remain legally in 
force. Consequently, tax returns must be filed and capital 
taxes paid even for a company that has neither taxable income 
nor assets due to dormancy. 


For a corporation of this type that is in default under 
the provisions of The, Corporations fax Act, 1972, and which does 
NOE Wanteto Tetaimmits charter OLrvarticlessot ancorporation, the 
Branch will give consideration to having the corporation dissolved 
ONLY in the following two situations: 


the corporation has; 


Why Never since its sincepeion, acquired andsheldsassets in its 
own name, has never made a distribution to its shareholders, 
has always been completely inactive, and has filed an affi- 
davit to this effect with the Branch, or; 


(2) it has_no assets at the present time, having lost or disposed 
of them in normal business activities, is now completely in- 
active, has not made a distribution to the shareholders in 
the last two) years js and Naswfived antattidavit to this effect 
with the Branch. 


REVIVAL 


A corporation that has been dissolved for default in 
complying with the provisions of The Corporations Tax Act, 1972, 
may be revived, at the discretion of the Minister of Consumer and 
Commercial Relations, if application for revival is made within 
tWwosy Cans johathe datesor dissolution.  IThis application, must be 
accompanied by a consent of the Minister of Revenue to the re- 
VivaleoL the corporation. Betore: this consent is given, all re- 
turns due for the period before and subsequent to the dissolution 
must be filed and all taxes owing must be paid. 


Revival of a corporation's charter after the two year 
period can be accomplished only through a Private Member's Bill. 
A certificate from the Minister of Revenue, showing that all 
taxes payable to date under The Corporations Tax Act, have been 
paid, must be given to the Clerk of the House before the bill 
can be introduced. 


CONSENTS AND CERTIFICATES 


If you have questions concerning the consent to revival 
or the certificate of taxes paid, mentioned above, contact: 


Corporations Tax Branch 
TaxekRo_ ly Section 
Queen's Park 

TOEONtLO mOntario 

M7A 1Y1 


Telephone: (416) 965-1004 


FURTHER INFORMATION 


See overleaf. 


For additional information concerning dissolution of 
corporations and revivals of charter contact: 


Corporations Information Section 
Companies Services Branch 

Ministry of Consumer and Commercial 
Relations 

Doo VONGesocEeeet 

TOrOnte,, Ontario 

M7A 2H6 


Telephone: (416) 963-0380 
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NON-RESIDENT ENTERTAINERS 


SUBJECT: Collection of Tax Payable by Non-Resident Entertainers 
- Section 148a and Regulation 728 


INTRODUCTION 


Incorporated non-resident entertainers that are deemed 
to maintain a permanent establishment in the Province under the 
provisions of section 7(8) of the Act are now subjected to with- 
holding of Ontario corporations tax at source. 


DEEMED PERMANENT ESTABLISHMENT 


Non-resident corporations that produce or present any 
form of entertainment by means of a performance on a public stage 
or in an auditorium or other public place in Ontario in a taxation 
year are deemed to have maintained a permanent establishment in 
the Province by section 7(8) of the Act. 


, WITHHOLDING 


Section 148a of the Act requires persons making payments 
to such corporations to deduct 5% of those payments on account of 
the non-resident's Ontario corporations tax instalments payable 
to the Province. The person making the deductions is also re- 
quired to forward the amounts withheld to the Branch together with 
a quarterly report (see below). No legal action can be taken by 
an entertainer or producer against any person making such a with- 
holding in intended compliance with the Act. 


NON-COMPLIANCE 


Any person making a payment to an incorporated non-res- 
Sdent entertainer or producer who fails to deduct the 5% is liable 
to pay that amount plus accrued interest for late remittance to 
the Province. He is then entitled to recover that payment from 
the non-resident. 


A person who withholds but fails to remit the 5% is, in 
addition, liable for a penalty of 10% of the amount of the with- 
holding or $10, whichever is greater. 


EFFECTIVE DATE 
D The withholding provision applies in respect of all 


public entertainment performances presented in Ontario on or 
after May 18, 1979. The first quarterly report and payment of 


withholdings to the Province related to the period ended June 
30, 1979 and was due on or before August 31, 1979. 


The required "Non-Resident Corporation Remittance” re- 
port form is available from Tax Roll Unit of the Branch (77 Bloor 
Street West, Toronto, 12th Floor, Telephone (416) 965-1004). It 
is reproduced on pages 5 and 6. 


ASSESSMENT 


After the corporate entertainer or producer has filed 
a CT23 Tax Return with the Branch for the taxation year, the non- 
resident corporation will be assessed and all amounts forwarded 
in its name will be applied to its account. Any balance remain- 
ing to the corporation's credit will then be refunded. 


GUIDELINES FOR ONTARIO ENTERTAINMENT PROMOTERS 


Promoters should be aware of resident or non-resident 
status of the entertainers and producers they promote in Canada 
since they are required to file a "Confirmation of Offer of Em- 
ployment" form with Employment and Immigration Canada in respect 
of the latter group. 

The following guidelines are provided to assist pro- 
moters of entertainment in Ontario to determine whether non-res- 
_ident entertainers and producers are corporations: 


(a) Does the non-resident individual have a corpor- 
ation? 


(b) Is the contract signed on behalf of a non-res- 
ident corporation? 


(c) Are payments to be made to a non-resident cor- 
poration or are payments to be deposited in the 
account of a non-resident corporation? 


Should any of the above questions be answered in the 
affirmative, it will be necessary to withhold an 
amount as required under section 148a of the Act. 


Should all of the above questions be answered in the 

negative and should the promoter have no other reason 
to suspect that the non-resident entertainer or pro- 

ducer may be a corporation, then no withholding under 
section 148a is required. 


Where credible answers to the above questions cannot 
be obtained or where a person making a payment to @ 
non-resident cannot determine whether the person to 
whom the payment is being made is a corporation, he 
shovld obtain a signed statement from the entertainer, 
or producer (not his agent) in the form shown below. 
If he cannot obtain the certification, he should with- 
hold tax. 


@ Signed Certification to be obtained from the non- 
resident individual 


°TO WHOM IT MAY CONCERN 


I, » certify that I dc not con- 
PULL NAME (PRINT) 
trol directly, or indirectly, any corporation 
which presents or produces any form of entertain- 
ment on a public stage within or outside Canada; 
and the proceeds earned from the attached enter- 
tainment contract flow only to me and no corpor- 
ation has any interest in these proceeds other 
than as agent.”®. 


SIGNATURE 


The statement should be forwarded with a copy of 
the contract to this Branch to the attention of 
the Audit Section. No withholding is required 
when this certificate is obtained. 


e@ Caution 


Before signing the statement the entertainer must 

' be made aware of the implications of false state- 
ments under the provisions of section 146(3) of 
The Corporations Tax Act, 1972, which read in part 
as follows: 


"(3) Every person who has, 


(a) made, or participated in, assented to or 
acquiesced in the making of, false or de- 
ceptive statements in a return, certifi- 
cate, statement or answer delivered or 
made as required by or under this Act or 
the regulations; 


(b) - 
(c) - 


(a4) wilfully in any manner evaded or attempted 
to evade compliance with this Act or pay- 
ment of taxes imposed by this Act; or 


(e) conspired with any person to commit an 
offence described by clause a to d, 


is guilty of an offence and, in addition to 
any penalty otherwise provided by this Act, 
4s liable on summary conviction to a fine of 
not less than $25 and not more than $10,000 
plus, in an appropriate case, an amount of 
not more than double the amount of the tax 
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that should have been shown to be payable or 
that was sought to be evaded, or to imprison- 
ment for a term of not more than two years, 
or to both fine and imprisonment.” 


CORPORATIONS WOT AFFECTED 


It should be emphasized that these withholding pro- 
visions apply only to incorporated non-resident entertainers 
or producers that are deemed to maintain an Ontario permanent 
establishment by virtue of section 7(8) of the Act. Although 
an admission fee need not be charged, there must be a live, 

ublic performance in the Province for this provision to apply. 
fanaceeient corporations involved in the production of feature 
films or videotaped television commercials, for example, are 
not subjected to withholding since their public performances 
are on film or tape rather than being live. On the other hand, 
a non-r2sident corporation providing entertainment to patrons 
of a public restaurant would be subjected to withholding, even 
if no cover-charge applied. 


REFUNDS 


: Persons on whose behalf withholdings have been remit- 
ted to the Province who were not liable and are not otherwise 
liable or are not about to become liable to pay Ontario corpor- 
ations tax may obtain a refund by applying to the Branch in 
writing within two years from the end of the calendar year in 
which the amounts were remitted. 
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Guidelines 


REQUIREMENTS — Any person making e Payment to @ non-+esident corporetion at Consideration 
for the Production of Presentation ol any lasm pat tonme sequived by Section 14Ba ¢ 
withhold 5% of the payment end remit the emount to the Treasurer of Oni Ree Lae Ther pire 
Nos -sescdent Corporation's tenes Payable under The Corporations Tax an 1972. 


NON-RESIDENT CORPORATION — A corporetion incorporated under the laws of 8 jurisdiction 


WHETHER THE NON-RESIDENT tS A CORPORATION — In determining whether a non-resident 
is 8 Comporation the lollowmg guatelines should be used: 


la) Does the non-+sendent wndividusl heave s corporation; 
(bd) ts the contvact ssgned on behell of e non-+esident Cosporation; 


ic) Are payments to be made (0 8 non-res.dent Comorstion of ere Payments to be deposited 
in the account of @ non vesaient corporation. 


(a) Where 8 person making e payment io 8 non-resident cannot determine whether the person 
to whom the peyment is bewng made 6 o Nonsesdent comoration, he should require the 
Person recaiwing the Peyment to elfirm in weriting that the payment is not being made to o 
RON TesDENt Corporation. 


ENTERTAINMENT — For the purpose of Section 7 (8) of The Cosporations Van Act, 1972, 
entertainment « wmnterpreted es 8 lve perlormence, auch a6 singing, Gancing, etc., presented on 5 
@ublic stage tor which there ie an aximieson charge. 


FILING — The report together with che smount withheld is to be filed with the Corporations Tox 
Branch, Queen's Park, Tosonto, Ontario M7A 1V1 unthin two months of the end of esch calendar 
year quarter. 


Loss - — Where 8 non-resident corporation will not have any texsble income from its performence(s) 
nm Ontaeno, « should submit, prior tw its perlormance(s) im Ontario, to the Corporations Tex 
Bate stoiement of ite estwmeted sevenves and expenses. tf era is acceptable to the 
Corporations Tax Branch, @ letter wll be issued to the person tte 
emaunt informing hum thet No emount or thet ea lesser ammount ra Ty OO 


No action lies ageinst eny person, by the non-resident corporation, for deducting or withholding 
eny cum of money in compliance oF intended compliance with Section 148a. 


These guidelines ere by no means exhaustive and due care shouk! be exercised in each case. 
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Instructions for Completion 
NAME AND ADDRESS OF PERSON REMITTING PAYMENT — indicate the compieio name and 
address of the Person oF Corporation thet hes withheld and ie remitting the required amount. 
COVERING THE PERIOD ~— The report iz to be filed fos three-month periods commencing on 
the tist day of January, April, July end October and ending on the lest day of March, June, 
Sepiember and December, respectively. 


PAGE OF — U6 more than one page of we report bs required, indicate each page number 
and the total number of pages. 


NAME OF NON-RESIDENT CORPORATION — indicates the compisic name 0! the non+esidient 
Corporation fos which the amount 1s bewng remedied. 


MAILING ADDRESS — The compicte mailing addvess of the nonvetident Comporation. 


ONTARIO CORPORATION TAX ACCOUNT NUMBER — indicate tha nonsesatont Corporsiion's 
eccount number of avarisbie. 


> 


TAXATION VEAR-ENO — indiwaote ine taustion yearend oi the Aon Teuoni Corporation. 


PERICO OF PERFORMANCES — 
the non resident comoration. 


The detels) of the periarmencels) pressntad os produced Gy 
VOTAL PAYMENT — The total emount of the peymmontis) meds te the manvesdent Corporation 
in Canadien doliers. 


AMOUNT WITHHELD — 5% of the tote! peyment mace to the Ran etigent cosperation in Cona- 
dian doliers. 


TOTAL — The totals of the Tetel Payment and the Ameum Withheld for cach pege mapmitied. 


TOTAL AMOUNT REMITTED — The soial of the amounts remitted on bshali of the non<esaieni 
corporations. Complete only on the lest page of the report if more then one page. 


SIGNATURE OF AUTHORIZED PERSON AND DATE — 
meking the remittance. 


The signature of the person that is 
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ONTARIO BUDGET 1979 


This Bulletin is the second of two summarizing the major changes affes 


2 Corporations 
~Aprjl 10, 1979. 


< Di, ke <r SS a. 
Ta 
APPLICATION OF WAIVERS FILED FOR FEDERAL PURPOSE SS oe 
LOMA DV IC LOS 1) 


Where a corporation has filed a waiver with Revenue 
Canada under subsection 152(4) of the Income Tax Act (Canada) 
that waiver will be valid for Ontario purposes also. Once a 
federal waiver has been filed in respect of a taxation year, 
that waiver will automatically apply for Ontario purposes and 
it will not be necessary for the corporation to file an Ontario 
waiver. 


This change will apply to waivers filed after the day 
the Bill receives Royal Assent. 


COL HAGLLONNOL MAX SP AYARIGHs BYeNON= RH SIDE NIM PERE ORMEAS = (SHCLION 
148a) 


Canadian promoters and other persons making payments 
to incorporated non-resident entertainers will be required to 
deduct 5% of the payment on account of the non-resident's Ontario 
corporations tax. 


Non-Canadian entertainers who operate through a foreign 
corporation and perform in Ontario are liable for Ontario corpor- 
ations tax. This applies even if there is only one performance 
in a year. The change in the law will require Canadian promoters 
or other persons making payments to incorporated non-Canadian 
entertainers to deduct 5% of the payments, on account of the en- 
tertainers' tax instalments payable to the Province. The person 
making the deductions will also be required to forward the amounts 
deducted to the Corporations Tax Branch together with a report 
giving the names of the entertainers and other relevant informa- 
taor, , 


After the entertainer has filed a CT23 tax return with 
the Branch for the taxation year and has been assessed, all amounts 
forwarded in its name will be applied to the tax assessed for the 
year. Any balance remaining to the entertainer's credit will then 
be refunded. 


Any person making a payment to an incorporated non-Can- 
adian entertainer who fails to deduct the 5%, will be required to < 
pay that amount to the Province. He will then be entitled to 

claim that amount from the entertainer. Copies of the report to 

be filed by persons making payments will be obtainable from the 
Corporations Tax Branch in due course. 


This change will apply to performances presented after 
the day the Bill receives Royal Assent. 


CHANGES AFFECTING THE COMPUTATION OF PAID-UP CAPITAL AND 
INVESTMENT ALLOWANCE 


CAPITAL GAINS AND RESOURCE PROPERTY RESERVES TO BE INCLUDED IN 
PAID-UP CAPITAL - (SECTION 126(1)(e)) 


A corporation will no longer be allowed to exclude from 
its computation of paid-up capital any reserve in respect of a 
capital gain deducted in the year under section 40(1) (a) (iii) of 
the Income Tax Act (Canada) as adopted by section 15 of The Cor- 
porations Tax Act. Similarly, a corporation will not be allowed 
to exclude any reserve deducted under section 18 in respect of 
proceeds from the sale of a resource property or an amount receiv- 
able in respect of exploration and development expenses incurred. 


This change will apply to taxation years ending after 
evepeatl a0). Je WA) 


NO INVESTMENT ALLOWANCE ON LOANS TO RELATED NON-RESIDENTS 
= (onCTPrON L27(1) (el? 


Any loan or advance made to a corporation which has its 
head office outside Canada and to which the lending corporation 
is related, will not qualify for the investment allowance. The 
present provision only disqualifies loans or advances to a parent 
with its head office outside Canada. The investment allowance is 
deducted from paid-up capital in computing taxable paid-up capital. 


This change will apply to taxation years ending after 
Mopeiegl Ml, RWS) 


RULES FOR TAXPAYERS INVESTING IN LIMITED PARTNERSHIPS 


A corporation investing in an unincorporated joint venture 
or partnership must reflect the accounts of that partnership in its 
capital tax computations (see Interpretation Bulletin L-7). 


Similar rules will now be applied for taxpayers investing 
in limited partnerships. Each corporate general and limited part- 
ner must now include in computing paid-up capital its share of those 
limited partnership liabilities and other amounts that would be com 
ponents of the paid-up capital of a corporation. Partners" shares 


peemcOnmbescdecerminedsnyerererencesLOuthesprotltesnaring ratios 
of the limited partnership except that a corporate partner shall 
report, in addition to its own share, the shares of non-corpor- 
ate partners of the limited partnership who are its shareholders 
or are related to its shareholders. Previously, the liabilities 
of a limited partnership were attributed completely to its gen- 
eral partners. 


These new rules are effective for assessments after 
jWeyau al Mays alo i7Re)a 
EXAMPLE 


Limited Partnership 
Balance Sheet 


Sea bwAp Giclees Opel on 
Land $500,000 Mortgage payable $400,000 


Partners' Accounts and 
Profit Sharing Ratios 


Corporate general 


partner A - 60% 80,000 
Corporate limited 
partner B - 20% 5,000 


Individual limited 
Daneners Ce—weL0s 


(shareholder of A) 5,000 

Individual limited 

partner D - 10% 10,000 
$500,000 $500,000 


Under the new rules A will include in its paid-up cap- 
ital C's 10% portion of the mortgage payable in addition to its 
own 60% portion, a total of 70% - $280,000. B will include its 
20% portion of the mortgage payable, - $80,000. Under the pre- 
vious rules A would have included the entire mortgage payable - 
$400,000. 


FEDERAL CHANGES 
RESEARCH AND DEVELOPMENT INCENTIVE 


Ontario is tied-in with the federal change to encourage 
increased research and development activity included in the fed- 
eral Budget of April 10, 1978 (section 37.1 of the Income Tax Act 
(Canada)). For taxation years ending after 1977 and before 1989, 
corporations can make an additional deduction of 50% of the in- 
crease in their research and development expenditures over the 
average for the preceeding three years. In the transitional 
period the average is to be based on years ending after 1976. 


The deduction for the 1978 taxation year should be pro- 
babedsbascdsonmtiescaVseln tnestaxationgyear alter 1977. 


C.C.A. ON RAILWAY ASSETS 


It was proposed in the April 10, 1978 federal Budget to 
allow an additional straight-line capital cost allowance of 6% on 


ee 


all railway system assets acquired after April 10, 1978 and be- 
fore 1983. This additional allowance would be available in the 
year of the investment and in each of the four subsequent years. 


Ontario is tied-in with the federal capital cost allow- 
ance classes and rates as they apply to railway assets. When the 
federal regulations implementing this proposal are published, 
they will automatically apply for Ontario purposes also. 


OIL AND GAS DEPLETION 


The federal April 10, 1978 Budget also proposed to per- 
mit corporations a depletion allowance of 50% of their expendi- 
tures on machinery, equipment and other facilities used in 
"enhanced recovery" and “tertiary recovery" systems that use ad- 
vanced technology to recover additional oil from conventional 
wells or heavy oil fields. The deduction is to be limited to 50% 
of taxable income. 


Ontario intends to parallel this change when the federal 
regulations are published. 


INCENTIVE TO SMALL BUSINESS INVESTORS 


Federal Bill C-59/78 introduced changes intended to aid 
investors in small businesses. Any allowable capital loss (i.e. 
*% of the actual loss) on the disposition of shares or debt of a 
Canadian-controlled private corporation is treated as an "allow- 
able business investment loss". This loss can be deducted from 
income from any source and any undeducted portion is treated as 
a non-capital loss which can be carried back one year and forward 
five years. 


The changes apply to 1978 and subsequent taxation years. 
They apply for Ontario purposes through the tie-in with the fed- 
eral provisions. 


EMPLOYMENT TAX CREDIT 


Federal Bill C-23 implemented the federal Employment 
Tax Credit Program. This program allows employers to deduct from 
their federal tax payable up to $2 per hour for each new employee 
hired through Canada Manpower and designated to be under the pro- 
gram. 


Any credit claimed under this program is taxable and 
should be included in income for federal and Ontario purposes by 
virtue of paragraph 12(1)(q) of the Income Tax Act (Canada). 


No deduction from Ontario tax is allowed under the 
program. 


ONTARIO FOREIGN TAX CREDIT - (SECTION 35) 


Foreign taxes paid on foreign non-business income became 
deductible from income for Ontario purposes for 1978 and subsequent 
taxation years. This change came into effect through Ontario's 


tie-in with subsection 20(12) of the Income Tax Act (Canada) which 
was amended by federal Bill C-56. A corporation therefore has the 
option of deducting the foreign non-business income tax from income 
or claiming a tax credit in respect of it. 


As a result of the Ontario tie-in with the federal amend- 
ment a change will be made to the Ontario foreign tax credit pro- 
vision. A corporation will be able to claim an Ontario foreign tax 
credit on foreign non-business income only to the extent that the 
foreign tax has not been claimed as a deduction from income for 
Ontario or federal purposes. Consequently, where a deduction has 
been made, it should be deducted from the foreign tax when deter- 
mining the deficiency to be claimed as Ontario foreign tax credit. 


No deduction from income and no Ontario foreign tax credit 
is allowed in respect of taxes on foreign business income. 


EXAMPLE 
CALCULATION OF ONTARIO FOREIGN TAX CREDIT 


Foreign non-business income $20,000 
Foreign taxes paid 3,000 


Deduction claimed for federal 
purposes 2,000 


Deduction claimed for Ontario 
purposes 2,000 


Federal foreign tax credit 

allowed 800 
Calculation of Ontario Foreign 

Tax Credit 


Ontariowr.T.C.71 1s. .esser or: 


AneLa2.0L $20,000 $2,800 
Foreign taxes paid 3,000 
Less: Deduction from 
income 27.000 
O00 
Less: Federal F.T.C. 800 
B. Deficiency 200 


200 


Ontario Foreign Tax Credit is 
lesser of A. and B. = $200 
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HIGHLIGHTS 


e INCOME TAX ee at 
e INCREASE IN INCOME TAX RATE. FROM %.TO 14%. 


e 13% RATE WILL BE CONTINUED FOR MANU- 
eS) FACTURING AND PROCESSING PROFITS AND 
PROFITS FROM FARMING, FISHING, MINING AND 
LOGGING. 


e INCOME TAX RATE FOR SMALL BUSINESS REMAINS 
AT 10%. 


e CAPITAL TAX 
e REDUCTIONS FOR MANY CORPORATIONS WITH 


TAXABLE CAPITAL LESS THAN $300,000 AND “LOSS 
CORPORATIONS” WITH TAXABLE CAPITAL LESS 
THAN $1,000,000. 


e INCREASE IN CAPITAL TAX RATE FOR BANKS FROM 
3/5 OF 1% TO 4/5 OF 1%. 


OTHER ITEMS (BULLETIN NUMBER 15-79) 


e ADMINISTRATIVE CHANGES: 


e WAIVERS FILED WITH REVENUE CANADA TO BE VALID FOR 
ONTARIO PURPOSES. 


e CANADIAN ENTERTAINMENT PROMOTERS TO BE RESPONSIBLE 
FOR COLLECTING CORPORATIONS TAX FROM INCORPORATED 
NON-RESIDENT PERFORMERS. 


e PAID-UP CAPITAL AND INVESTMENT ALLOWANCE COMPUTATION 
CLARIFIED: 


e RESERVES IN RESPECT OF CAPITAL GAINS AND RESOURCE 
PROPERTY DISPOSALS ARE INCLUDED IN PAID-UP CAPITAL. 


e LOANS TO RELATED NON-RESIDENT CORPORATIONS NOT 
ELIGIBLE FOR INVESTMENT ALLOWANCE. 


e LIMITED PARTNERSHIP PAID-UP CAPITAL TO BE ALLOCATED 
AMONG BOTH LIMITED AND GENERAL PARTNERS. 


e TREATMENT OF THE FOLLOWING RECENT FEDERAL CHANGES: 


e 50% OF INCREASES IN THE LEVEL OF RESEARCH AND DEVELOP- 
MENT EXPENDITURES CAN BE DEDUCTED IN COMPUTING INCOME. 


'e RAILWAY ASSETS ARE ELIG!BLE FOR AN ADDITIONAL 6% CAPITAL 
COST ALLOWANCE. 


e OIL AND GAS DEPLETION RATE FOR ENHANCED RECOVERY 
SYSTEMS IS INCREASED FROM 33%% TO 50%. THE LIMIT IS 
RAISED TO 50% OF TAXABLE INCOME FROM 25% OF RESOURCE 
PROFITS. 


e ALLOWABLE BUSINESS INVESTMENT LOSSES AND OTHER SMALL 
BUSINESS RELIEF CHANGES WILL ALSO APPLY FOR ONTARIO 
PURPOSES. 


e EMPLOYMENT TAX CREDIT NOT ALLOWED. 


e FOREIGN TAXES ON FOREIGN INVESTMENT INCOME CAN BE 
DEDUCTED AS AN EXPENSE BY A CORPORATION NOT ABLE TO 
CLAIM A CREDIT IN RESPECT OF THEM. 


CORPORATION INCOME TAX RATE INCREASE - (SECTION 33) 


The rate of tax payable by a corporation upon its tax- 
able income will be increased from 13% to 14%. 


MANUFACTURING AND PROCESSING CREDIT - (SECTION 36a) 


In order to continue the 13% rate of tax payable in re- 
spect of manufacturing and processing income, a 1% tax credit will 
be provided. The proportion of income qualifying for this treat- 
ment is to be determined by applying the rules of section 125.1 of 
the Income Tax Act (Canada) to Ontario amounts. In addition farm- 
ing, fishing, mining and logging activities will also qualify tos 
the Ontario credit. 


SMALL BUSINESS INCENTIVES - (SECTION 36) 


In order to retain the current effective 10% tax rate on 
small business income, the current 3% Ontario small business tax 
credit will be increased to 4% of the Ontario portion of income 
eligible for the federal small business deduction. 


CHANGES RELATING TO RATE INCREASE 


As a result of the change in the tax rate, a number of 
other changes will be made in the Act: 


MANAGEMENT FEES AND LIKE PAYMENTS TO A NON-RESIDENT - (SECTION 
14(6)) 


The fraction used to calculate the amount to be added 
back to income in respect of management fees, rents, royalties, 
rights or similar payments to a non-resident person with whom a 
corporation was not dealing at arm's length is now changed from 
Bylo co. 5/14= 


MUTUAL FUND CORPORATIONS - (SECTION 41) 


The percentages and fractions stated in section 41 
which are used in calculating the refundable capital gains tax 
of a mutual fund corporation and are based on the relevant in- 
come tax rate will also be changed: 64% will be changed to 72 
(section 41(2)); 13% will be changed to 14% (section 41(5)); 
and 15 5/13 times will be changed to 14 2/7 times (section 41 
(4)). 


ONTARIO FOREIGN TAX CREDIT - (SECTION 35) 


The uppers limit. for the Ontario foreign tax credit that 
may be claimed will be increased from 13% to 14% of foreign in- 
vestment income allocated to Ontario. 


PEPECLTIVE DATES 


All of the foregoing changes will be effective April 
iio oan wit eapply sto wlaxationeyeats sending aftersApril, 10; 
1979. For taxation years that straddle April 10, 1979 the amount 
calculated on the old basis should be prorated for the days be- 
fore April 11, 1979 and the amount calculated on the new basis 
Por therdays after April 10, 1979. 


CHANGES AFFECTING THE COMPUTATION OF CAPITAL TAX 
REDUCED CAPITAL TAX FOR SMALL BUSINESSES - (SECTION 133a) 


Corporations with taxable paid-up capital (before allo- 
CamlOnmLOnOltar © )mup tOm,100 ,000gwillepay artlat S50icapitalmtax. 
Those with taxable paid-up capital over $100,000 and up to $200,000 
will pay the lesser of tax otherwise payable and $100. Those with 
Pond Den pai1d—Uupe capital overso200,000 and up to S300,000 will pay 
the lesser of tax otherwise payable and the amount calculated as 
follows: 


foe) 


0.3% of taxable paid-up capital minus 
0.5% of ($300,000 less taxable paid-up capital) 

Note that all of the above calculations use taxable paid- 
up capital before allocation to Ontario. Present rules apply to 
taxable paid-up capital used in Ontario and allow reduced rates 
only for ranges to $50,000 and $100,000 respectively. 


= ea 


REDUCED CAPITAL TAX FOR LOSS CORPORATIONS - (SECTION 1338a) 


Corporations with taxable paid-up capital (before 
allocation to Ontario) not exceeding $1,000,000 and having no 
profit for the year (as re-calculated for this purpose) will pay 
a flat $100 capital tax, instead of the full capital tax*otiers 
wise calculated. In determining whether a corporation has no 
profit for the purpose of this special treatment, the non-capital 
loss reported for the year will be reduced by any amount that has 
been deducted in respect of any donation, capital cost allowance, 
terminal loss, resource allowance, inventory allowance, depletion 
allowance, eligible capital expenditure, intercorporate divid- 
end or other years' losses. 


Will Pay the Lesser of 
Corporations With: the Tax Otherwise Pay- Instead of: 
able, and: 
Taxable paid-up capital 
(before allocation) not 
$50 Up to $300 
$100 Up to $600 


exceeding $100,000 
Taxable paid-up capital 
S/1L0POLy ee OLecax= 
able paid-up cap- 
ital, Vessel/20o0f 
1% of ($300,000 
minus taxable paid- 
upscapital) Up to $900 
$100 Up to*$37,00G 


over $100,000 but not 
CAPITAL TAX RATE INCREASE FOR BANKS - (SECTION 131(2) and 131 e328 


exceeding $200,000 


Taxable paid-up capital 
over $200,000 but not 
exceeding $300,000 


Taxable paid-up capital 
not exceeding $1,000,000 


and 


Nosprofite forsthne year, 
as re-calculated for 
this purpose 


The rate of capital tax payable by a bank will be in- 
Greased from 3/5 of 1% to 4/5 of 3.) Thes rate (of scaprtalstax 
payable by corporations registered to carry on business under 
The Loan and Trust Corporations Act will remain unchanged at 
3/5 Of01%.. 


PRORATION 


These new capital tax rates will be effective April 
11, 1979 and will apply to taxation years ending after April 10, 
1979. For taxation years which include April 10, 1979 the change 
in tax should be prorated based on the number of days in the 
taxation year before and after that date. 
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SUBJECT: Repeal of Statutory Lien (section 167) 


SUMMARY 


The statutory lien for taxes, interest, penalties and 
Other amounts owing under The Corporations Tax-Act’)has been re- 
pealed. A lien no longer exists automatically on=property of a 
corporation for amounts owing under the Act. Where a lien 
against real property was claimed by this Ministry the statutory 
lien continues to be effective up to January 31, 1980. 


A lien which has been registered will not be affected 
by this change to the legislation and will continue in force. 
In future where the Ministry claims a lien it will be registered 


in a land registry office. The lien will be registered against 
real property or an interest in real property. Interest in 
re property includes a leasehold interest. 


Requests for lien clearances relating to property sales 
and mortgages will no longer be necessary and the Corporations 
Tax Branch will not issue them after January 31, 1980. 


STATUTORY LIEN REPEALED 


In accordance with its policy of de-regulation, the 
Ontario government has repealed the statutory lien provided 
mMnderesection 67 of whe: Corporations Tax Actaexlnhis first lien 
and charge applied automatically to all property owned by a 
corporation in respect of amounts owing under the Act. The re- 
moval of the statutory lien is the last in a series of moves to 
remove all such liens from tax statutes administered by the Min- 
Pere POL eReVenuc. me tmlc) ausioniiacants dé-regularions and simpli- 
fication measure which will facilitate real estate transactions 
in Ontario by removing entirely the need to request a lien clear- 
ance from the Branch when purchasing land that has been owned by 
BCORDO GAL lO mite nes Ministry NAassan ll enmditcrmaanuaryest, L980 
it will be registered in the proper land registry office. 


a) The repeal is effective November 30, 1979, the date 
Bill 165 received Royal Assent. The first lien and charge under 

the Act does not apply to any property after that date. Where 

the Ministry has taken proceedings with respect to a statutory 

lien upon real property, the lien continues to be effective up 


to January 31, 1980. Where such lien is registered in the proper 
land registry office prior to January 31, 1980, the Ministry's 
priority for amounts owing under the Act will continue to apply 
after January 31, 1980. 


REPLACED BY REGISTERED LIEN 


The statutory lien is replaced by a registered lien 
on real property. The Ministry will be able to register in the 
land registry office a notice claiming a first lien and charge 
upon real property of a corporation in Ontario. This registered 
lien will be in respect of amounts owing under the Act or that 
subsequently become owing by the corporation. It will have pri- 
ority over all encumbrances or claims subsequently registered 
against the real property. 


PROPERTY NOT REGISTERED IN THE CORPORATION'S NAME 


Where a corporation has an interest, including a lease- 
hold interest, in real property and the property is not registered 
in its name in the land registry office, a lien can be registered 
against that property in respect of that interest. The registered 
notice claiming the lien will state the nature of the interest and 
a copy of the notice will be sent to the registered owner at the 
address to which the last property assessment notice was sent. A 
lien registered in respect of an interest in real property will 
apply in the same manner as a lien registered upon real property. 


LIEN CLEARANCES NO LONGER NECESSARY 


These changes will make it unnecessary for lawyers and 
other persons representing clients in purchase and mortgage trans- 
actions to request lien clearances from the Corporations Tax 
Branch. They will be obliged only to ensure that no lien has 
been registered against the property in the land registry office. 


The Corporations Tax Branch will cease issuing lien 
clearance letters on January 31, 1980. Nor will the Branch indi- 
cate whether a lien has been registered. Such information can be 
obtained from records in the land registry office. 


If you have any questions concerning liens under The 
Corporations Tax Act these may be directed to: 


Liens Section 
Corporations Tax Branch 
Ministry of Revenue 
Queen's Park 

Toronto, Ontario M7A 1Y¥1 


Telephone: (416) 965-2936 


The location is: 77 Bloor Street West (12th Floor) 
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SUBJECT: Condominium and Co-operative Housing Corporations 


SUMMARY 


Condominium corporations are liable for Ontario cor- 
porations tax only if they have been subjected to federal in- 
come tax in the year or in any previous year. Condominium cor- 
porations that have never been subjected to federal income tax 
ane Noterequired to five Ch23ereturns with thesProvince:. 


The same rules apply to co-operative housing corpora- 
tions with share capital, and for taxation years ending after 
December 7, 1977, to co-operative housing corporations without 
share capital. 


These rules do not apply to other types of co-operative 
D corporations which may or may not be tax-exempt depending upon 
the purposes of their incorporation and operations and whether 
they have distributed income or appropriated property for the 
benefit of members or shareholders. 


INTRODUCTION 


Co-operative housing companies are incorporated under 
the Ontario Co-operative Corporations Act (which superseded Part 
V of the Ontario Corporations Act) and may or may not have share 
capital. Condominium companies are incorporated without share 
capital under the Ontario Condominium Act. Both types of cor- 
poration are similar in that they provide private residential 
housing to members and shareholders. The main differences be- 
tween them relate to whether it is the member or the corporation 
that owns the property. 


BACKGROUND 


For taxation years ending prior to December 8, 1977, 
non-share capital corporations were not liable for Ontario cor- 
porations tax. Moreover, for taxation years ending after June 
13, 1973, share capital co-operative housing corporations whose 

> investment income did not exceed Ministry guidelines qualified 
as non-profit organizations under section 49(1)(b) (formerly 
section 122(1)(i)) of the Act and were therefore only liable 
POURS Jc alc 


For taxation years ending after December 7, 1977, sim- 
ilar treatment was extended to non-share capital condominium 
and co-operative housing corporations. Since the special $5 
tax had been repealed, these corporations were not required to 
pay tax or to file returns as long as their investment income 
did not exceed the least of: q 


@® $50 per suite; 
@ $50 per member or shareholder; and 
@ $2,000. 


These Ministry guidelines are now being superseded by 
a new less-restrictive set of guidelines for tax exemption of 
condominium and co-operative housing corporations. 


FEDERAL POSITION 


On July 30, 1979 Revenue Canada issued Information 
Circular No. 79-7 setting out its treatment of condominium cor- 
porations and their members. Revenue Canada's view is that such 
corporations do not qualify as exempt non-profit organizations 
for federal purposes. 


However, certain profits earned by these corporations 
are to be excluded from their income for federal tax purposes; 
specifically: 


® interest earned on operating or reserve funds if such funds ¢ 
are not maintained at an unreasonably high level; 


e profits from rentals to non-members if substantially all gross 
revenue (other than interest and assessments) is derived from 
dealings with members; 


® profits from dealings with members; and 


@® rental income derived from non-members which has been allocated 
to members. 


Accordingly, although they are required to file fed- 
eral T2 returns, many condominium corporations will not pay fed- 
eral income tax. 


This federal treatment is also applicable for Ontario 
purposes, both in computing income and in determining whether a 
previously exempt corporation should be subject to Ontario cor- 
porate taxes. 


Condominium corporations subjected to federal income 
tax in the year lose their exempt non-profit organization status 
and become subject to Ontario corporate income tax and capital 


tax "for ‘that "year andsfor sally subsequent jyears. 


A condominium corporation's income tax base is cal- 
culated according to Ontario policy in conjunction with the 
rules set out in federal Information Circular No. 79-7. Its 
Capital tax base is computed in the ordinary manner and in- 
cludes all operating and reserve funds, even those not consid- 
ered to be maintained at an unreasonably high level for income 
tax purposes, 


Condominium corporations that are not subject to 
Ontario corporate income tax or capital tax under these provin- 
cial guidelines are considered to be exempt non-profit organi- 
zations for Ontario purposes and are not required to pay these 
taxes or to file CT23 returns. This same policy applies to co- 
operative housing corporations. 


In calculating the capital tax base of such corpora- 
tions, liabilities secured on property held in trust by the 
corporation for members and shareholders should be excluded 
from paid-up capital. 


APPLICATION 


These new Ontario guidelines are applicable to taxa- 
tion years ending after December 7, 1977. 


MONITORING 


Like other exempt corporations, condominiums and co- 
operative housing corporations not required to file CT23 re- 
turns will continue to be monitored to allow the Ministry to 
re-evaluate their Ontario corporate tax status. 


FURTHER INFORMATION 
Any guestions you may have should be directed to: 


Tax Specialist Section 
Corporations Tax Branch 
Ministry of Revenue 
Queen's Park 

TOLONtCOn aOlntario 


Mig eer 
LeLevnone: (416) 965-4040 Location: 77 Bloor Street West 
(Cb Aeln iP ikon) 
Wie Oravrie® 
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ONTARIO BUDGET 1980 


This Bulletin is the first of two summarizing changes affecting The Corporations Tax Act, proposed by 
the Treasurer of Ontario in the 1980 Budget released on April 22, 1980. Bulletin 18-80 summarizes 
administrative and other items. 


HIGHLIGHTS 


e INCOME TAX eSmall Business Tax Credit on up to 20% of depreciable assets 
purchased. 


e 10% rate for non-qualifying business (professional and personal 
service). 


e Repeal of provisions for carrying on business by non-residents. 
e Fast write-off extended for pollution control and energy efficient 


equipment. 
Pe 
») e CAPITAL TAX Reductions for taxable capital less than $1.2 million. _ 
¢ Investment allowance for loans to‘related non-residents: ~~ 
e $50 tax for family fishing corporations. (5 4 non ~~ 
“W . J | 7 Pa 
INCOME TAX CHANGES bal 


SMALL BUSINESS TAX CREDIT - sectton 36b 


Canadian controlled private corporations qualifying 
for the small business deduction under section 125(1) of the 
Income Tax Act (Canada) will be eligible for a credit against 
Ontario income tax up to 20% of the capital cost of new or used 
depreciable assets. The assets must be purchased at arm's 
length after April 22, 1980 and before April 23, 1982 and must 
be put into use in Ontario by the corporation. Lease or rental 
to or from other parties will not count as use of the asset for 
this purpose. The guidelines set out in the Revenue Canada In- 
terpretation Bulletin IT-50R will be used to determine the date 
of purchase. 


In a full fiscal year the credit will be limited to the 
lesser of (A) Ontario income tax payable and (B) the greater of 
$500 and 20% of the Ontario income tax on profits eligible for 
the federal deduction under section 125(1). There will be no 
carry forward or carry back of unused credits. 


PRORATION 


For etaxation years which include April 227,91980ebocr 
the total Ontario income tax and the Ontario income tax on elig- 
ible income will be reduced by the proportion of days in the 
taxation year before April 23, 1980. A corresponding proration 
will apply to short taxation years and to years which straddle 
April 22, 1982. In any of these years the credit available will 
be limited to the lesser of A and B, where A equals the Ontario 
income tax after proration and B equals the greater of $500 and 
20% of the Ontario income tax on eligible income after proration. 


Example Corman. (eigen, COLD aaa 
Year End Dec. 31/80 Dec. 31/80 Dec. 31/80 


Ontario taxable income (all 
eligible for small business 


deduction) 20,000 60,000 4,000 
Assets purchased after April 
2259380 10,000 100,000 8,000 
Small Business Credit is the 
least of: 
A. Ontario Income Tax 103 2,000 6,000 400 
PrOGatlOone25S/ 360. Olmetax Ihe tsii} 4,148 2nd 
B. The greater of 
x Yee Z 
(i) 500 500 500 500) 
(ri) e20Se0fL Ont. ) 
Income Tax ) 
on eligible ) 500 830 500 
income AQ00l 1 200Re80) 
Proration ) 
253/366 PUT) 830 56) 
C. 20% of assets purchased 2,000 20,000 1,600 
Credit available is 500 830 Zui 


TAX RATE FOR NON-QUALIFYING BUSINESS INCOME ~ section 36 


The 4% Ontario small business incentive tax credit cur- 
rently allowed on small business profits eligible for the small 


business deduction in subsection 125(1) of the Income Tax Act 
(Canada) will be allowed also on non-qualifying business profits 
eligible for the deduction in subsection 125(1.1). 


The effective Ontario income tax rate on such income 
of professional, personal service and management corporations 
will therefore be 10%. For corporations in existence on October 
23, 1979 this will apply to their taxation years commencing 
after December 31, 1979, for other Ccopporations Wt will apply. to 
their taxation years commencing after October Probe ibe hGS he 


LIABILITY OF NON-RESIDENTS WITH NO PERMANENT ESTABLISHMENT IN 
ONTARIO - sectton 2(2)(d) and sectton 2(3)(d) 


Sections 2(2) (d) and 2(3)(d) of the Act extended the 
liability for income tax to corporations incorporated in a juris- 
diction outside Canada which carried on business in Ontario with- 
out a permanent establishment. They are repealed retroactive to 
December 7, 1977. Corporations carrying on business in Ontario and 
liable for tax under these provisions since December 7, 1977 will 
not have to file Ontario returns and will not be subject to 
Ontario; tax. 


FAST WRITE-OFF FOR POLLUTION CONTROL EQUIPMENT - sectton 14(7)(a) 


Certain pollution control equipment included in capital 
cost allowance classes 24 and 27 qualifies for accelerated write- 
off over two years under paragraph 1100(1) (t) of the federal reg- 
ulations and section 301(1) of the Ontario regulations. This in- 
centive has been extended indefinitely for both federal and 
Ontario purposes. 


FAST WRITE-OFF FOR ENERGY EFFICIENT EQUIPMENT - sectton 14(7)(a) 


Certain equipment for generation of heat, steam or 
electricity using waste products qualifies for accelerated write- 
off over two years under paragraph 1100(1) (y) of the federal reg- 
ulations and section 301(1) of the Ontario regulations. This in- 
centive has been extended to apply to equipment acquired before 
1981 for both federal and Ontario purposes. 


CAPITAL TAX CHANGES 
REDUCED CAPITAL TAX FOR SMALL BUSINESS - seetton 133a 


Corporations with taxable paid-up capital (before allo- 
Gatton to Ontario) over $100,000 up to $1 million will now pay 
the lesser of the tax otherwise payable and $100. Those with 
taxable paid-up capital over $1 million and up to $1.2 million 
will pay the lesser of the tax otherwise payable and the amount 
calculated as follows: 


O54. 0Letaxable paid up capital 


minus 1.45% of ($1.2 million less taxable paid-up capital). 


The reduced tax currently allowed to "loss corpora- 
tions" with taxable paid-up capital up to $1 million will be dis- 
contunvued. 


Corporations with taxable paid-up capital up to $100,000 
will continue to pay the minimum $50 tax. 


Corporations with Wi lL eDoay ele and the tax other-— 
taxable paid-up lesser of wise payable of: 
capital (before 

abLoOcation). 1OL: 


over $100,000 up 
Eo $1,000,000 $100 Up stones so 7000 


S170007, 0005t0 By LOROE Et Of ups toess,000 
S720 077,000 taxable paid-up 

capital 

minus 

IAS Se Ore CS. 2 

million less 

taxable paid-up 

capital) 


PRORATION 


For taxation years which include Budget day, the tax 
liability will be the aggregate of: é 


@® the tax calculated as above, reduced by the proportion of the 
taxation year before April 23, 1980; and 


e the tax calculated on the previous basis, reduced by the propor- 
tVOnNOL thei taxation year after April 227 19s0" 


INVESTMENT ALLOWANCE FOR LOANS TO RELATED NON-RESIDENTS - section 
har (ie) Cory) 


Amounts due from related corporations with head offices 
outside Canada have been deemed not to be loans and advances to 
other corporations for investment allowance purposes. For taxation 
years ending after April 22, 1980 such amounts will qualify as in- 
vestments provided that they have been outstanding for at least 
120 days prior to the year end of the lending corporation. 


FAMILY FISHING CORPORATIONS 


Family fishing corporations will be treated the same as 
family farm corporations for capital tax purposes paying a capital 
tax of only $50. An Interpretation Bulletin on this subject US 
being prepared (see Information Bulletin Number 18-80 paragraph on 


SPECIAL» BULLETINS, torihow= ton obtain: a copy). ( 
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ONTARIO BUDGET 1980 


This Bulletin is the second of two summarizing changes to The Corporations Tax Act, proposed by 
the Treasurer of Ontario in the 1980 Budget released on April 22, 1980. 


ADMINISTRATIVE AND OTHER ITEMS 


e¢ CAPITAL TAX CLARIFICATION 


e Investment allowance on certain term deposits. 


e RECENT FEDERAL CHANGES PARALLELED 
e Inventory depreciation adjustment. 4 7 
e Income debenture treatment. , li 4 Fanon 
p e Deductibility of underwriting fees. : ‘ 
e Amalgamations. . al aif 
e ONE YEAR CARRY BACK OF TAX CREDIT FOR INVESTMENTIN SBDC 
e ONTARIO MINERAL EXPLORATION PROGRAM 
e CHANGES AFFECTING INTEREST CALCULATIONS 


e SPECIAL BULLETINS AVAILABLE 


CAPITAL TAX CLARIFICATION 


INVESTMENT ALLOWANCE ON CERTAIN TERM DEPOSITS - sectton 127(1)(e)(t) 


Cash on deposit with a corporation doing the business 
of a savings bank is deemed not to be a loan or advance to 
another corporation and therefore does not qualify as an invest- 
ment for capital tax purposes. It is the Ministry's view that 
term deposits with Canadian banks and investment certificates of 
Canadian trust companies are cash on deposit for this purpose 
unless they are of an investment nature. Canadian term deposits 

and investment certificates having the characteristics of an in- 
>) vestment, indicated by the following guidelines, are eligible 
for investment allowance. ei 


To qualify as investments, term deposits and investment 
certificates should be for a term of and held by the corporation 
forsateleast 120 days.) Thesintroduction Chethi cetimemlimies co 
qualify term deposits is a change in administrative practice and 
will be effective for taxation years ending after April 22, 19807 
Interpretation Bulletin L-10 will be updated. 


FEDERAL CHANGES 


The following changes of general interest in federal 
income tax policy are implemented by federal Bill C-17. Ontario 
is tied in to these changes and they will be treated in the same 
manner as they are treated by Revenue Canada. 


INVENTORY ADJUSTMENT 


For taxation years ending after November 16, 1980, the 
portion of closing inventory relating to depreciation, obsoles- 
cence and depletion is to be included in income. Such amounts 
may then be deducted in the following year. 


INCOME DEBENTURES 


Dividend treatment is to be given only in respect of in- 
come bonds, income debentures and term preferred shares issued be- 
fore November 17, 1978 (or before January 1, 1980, if pursuant to 
an agreement entered into before that date) and under certain de- 
fined circumstances for later issues. 


UNDERWRITING EXPENSES 


Underwriters' commissions and fees incurred after Novem- 
ber 16, 1978 are deductible for all corporations. However, where # 
the underwriter purchases debt securities as principal rather than 
agent, the underwriting fee may be a discount rather than a com- 
mission and therefore non-deductible until such time as the debt 

is repaid. 


AMALGAMATIONS 


To qualify for a tax-free amalgamation it was previously 
necessary for the shareholders of the predecessor corporations (A 
and B) to receive shares in the amalgamated corporation (C). 
Effective November 16, 1979 these rules have been broadened so that 
the A and B shares may be rolled over for shares of D, where D is 
a taxable Canadian corporation controlling C. 


CARRY BACK OF TAX CREDIT FOR INVESTMENT IN SBDC 


The following changes affecting corporate investors will 
be made to The Small Business Development Corporations Act: 


@® One year carry back of the unused income tax credit will be 
allowed in addition to the existing indefinite carry forward. 


e The incentive will be provided in the form of a grant rather 
than a tax credit for credit unions, pension corporations and 
other prescribed organizations. é 


The SBDC program offers attractive financial incentives 
to investors. Grants equal to 30% of the amount paid for equity 
shares in a Small Business Development Corporation are given to 
individual investors; corporate investors receive a tax credit 
equal to 30% of the amount invested. Individuals or corporations 
may establish Small Business Development Corporations to direct 
capital and provide management expertise to certain eligible 
small businesses. These businesses must be primarily involved in 
the fields of manufacturing and processing, tourism, book publish- 
ing, or prescribed research and development. 


For information or detailed literature on the program, 
please call our toll free Information Centre: 


@ In Metro Toronto, dial 965-8470. 
e In area code 807, ask the Operator for Zenith 8-2000. 
e In all other areas, dial 1-800-268-7121. 

ONTARIO MINERAL EXPLORATION PROGRAM (OMEP) 

This program will provide a credit against Ontario income 
tax equal to 25% of funds spent on eligible exploration in Ontario. 
It will be available to certain non-producing exploration corpora- 
tions and non-principal business’ corporations. 

For details of this program contact: 

OMEP 

Ministry of Natural Resources 

Whitney Block 

Queen's Park 

Toronto, Ontario M7A 1W3 

Telephone: (416) 965-1062 

CHANGES AFFECTING INTEREST CALCULATION 

APPLICATION OF PAYMENTS RECEIVED - sectton 148 


Payments received on or after October 1, 1980 will be 
applied in the following order: 


(1) to interest; 
(2) to penalties; and finally 
(3) to taxes payable. 
DEFINITION OF TAX PAYABLE - section 149 
For purposes of interest calculations the amount of tax 


payable will include any penalty payable. From October 1, 1980, 
interest will be charged on penalties as well as on tax payable. 


INSTALMENT INTEREST UPON RE-ASSESSMENT - sectton 149 


Corporations whose estimated tax is $2,000 or more are 
required to pay twelve monthly instalments over the taxation year. 


Debit interest is charged on deficiencies in instalments 
at the time the taxation year is assessed after a return is filed. & 
There is no additional interest charged on deficiencies in instal- 
ments if the liability is increased by subsequent re-assessments. 


Similarly, credit interest is allowed on excessive in- 
stalments at time of original assessment but no additional credit 
interest will be allowed on excessive instalments if the liabil- 
ity is decreased by subsequent re-assessment. 


SPECIAL BULLETINS 


Only those Corporations Tax Branch Information and Inter- 
pretation Bulletins which are of general interest are distributed 
towal icorporations#on s‘thertax troll, 


The following bulletins have not been mailed to all sub- 
scribers. If you are interested in their subject matter, you may 
request them by telephone from the Branch at (416) 965-1160. 


NON-RESIDENT ENTERTAINERS - OCTOBER 15, 1979 


The 1979 Ontario Budget introduced amendments whereby 
persons making payments to certain incorporated non-resident enter- 
tainers who have performed in the Province are required to withhold 
and remit 5% of those payments to the Ministry on account of Ontario 
corporations tax. This bulletin summarizes the new requirements 
and the corresponding administrative procedures. 


« 


REPEAL OF STATUTORY LIEN - DECEMBER 3, 1979 


The statutory lien for amounts owing under The Corporations 
Tax Act was repealed effective November 30, 1979 (January 31, 1980 
where a lien against real property had been claimed). This Informa- 
tion Bulletin provides further details and explains the implications 
of the new procedures whereby the Ministry will register liens on 
real property. 


CONDOMINIUM AND CO-OPERATIVE HOUSING CORPORATIONS - APRIL, 1980 


This Bulletin describes Ministry policy regarding the 
tax liability and filing requirements for condominum and co-op 
housing corporations. 


FAMILY FARM/FISHING CORPORATIONS - IN PREPARATION 


This Interpretation Bulletin provides Ministry guidelines 
covering the restrictions on ownership, assets and operations which 
determine whether corporations qualify for the special $50 capital 
tax treatment given to family farm corporations and family fishing 
corporations. 
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IMPORTANT NOTICE 


e Equalization of Interest Rates at 12% 


OTHER ITEMS 
e Tax Instalment Requirements 
¢ Due Date of Balance of Taxes Payable 
¢ Due Date for Filing Return 


¢ Application of Interest 


Application of Payments 
POCADLLATTONGOP sTNTRRA ST RATES AT [37 


® Interest rates on overpayments and refunds of taxes 
administered by the Ministry of Revenue are being increased to 
match the interest rate charged on taxes overdue. To equalize 
these rates, a uniform interest rate of 12% has been established. 


The equalizing of rates ensures taxpayers of the same 
rate of return on their money as they are obliged to pay for any 
tax indebtedness. Details of these changes from the old rates 
to the new equalized rate of interest are as follows: 


@e Overpayment of taxes: ECOM@ OSE toml24 
e Refund of taxes: from 6%etori2% 


e Refunds on successful 
objection or appeal: ELON fant Omnis * 


ST CHANGE 


e Underpayment of taxes: LrOMe Ie Lon t2.s 


» The new uniform rate of 12% takes effect on October l, 
1980 for interest calculated on outstanding or overpaid corpora- 
tions taxes. For other taxes, it is effective from August l, 
1980. For Provincial Land Tax it will be effective at a later 
date. 


The above change in interest rates will apply in the 
following manner: 


If part of the period for which interest is calculated 
falls before October 1, 1980, then the old rate of 6% or 9%, as 
the case may be, will be used for that part of the period. 


For the part of the period commencing on or after 
October 1, 1980, the new 12% rate will be used. 


The Corporations Tax Branch procedures for calculation 
of interest and other relevant information are detailed below. 


CORPORATIONS TAX DETAILS 


Instalment payments are required when the total taxes 
for both the current and the previous taxation year are $2,000 
or more. They are due on or before the last day of each month 
of the taxation year. 


Each instalment should equal: 


(1) 1/12th of the estimated tax payable for the current taxa- 
tion year 


OG 


(2) 1/12th of the tax payable based on the previous taxation 
year adjusted where necessary, to current rates, 


OF 


(3) at the end of each of the first two months - 1/12th of 
the tax payable based on the taxation year immediately 
preceding the previous taxation year, and at the end of 
each of the remaining ten months - 1/10th of the amount 
remaining when the amount paid in the first two months 
is deducted from the tax payable on the previous taxa- 
tion year, - adjusted, where necessary, to current rates. 


For interest purposes, instalments must equal DA2EE 
of the lesser of the tax payable for the current taxation year 
or the first prior (i.e. the previous) taxation year, except 
where the tax payable for the second prior taxation year is less 
than either of these amounts. In this latter case, the first 
two instalments only are required to be based on the tax payable 
for the second prior taxation year. 


DUE DATE FOR BALANCE OF TAXES, PAVYABDE 

Where a corporation has made a small business deduction 
under section 125 of the Income Tax Act (Canada) in the current 
or previous taxation year, the balance of taxes (total taxes pay- 
able less instalments paid, if any) is due on or before the last 
day of the third month following the end of the taxation year. 
In other cases, the balance is due on the last day of the second 
month following the end of the taxation year. 


These Corporationsstax Return,:G. 25, 1S due onsor before 
the last day of the sixth month following the end of the taxation 
year. The penalty for late filing is 5% of unpaid taxes up to 
$500. 


Debit interest is charged on late or deficient instal- 
ments from due dates until payments are received. 


Credit interest is allowed where instalments are over- 
paid at any time after the first instalment due date up to the 
earlier of: (a) the date on which the balance of taxes is due, 
or (b) the date on which a refund is made. 


Credit interest is allowed where an overpayment is re- 
funded or applied to another liability, commencing with the later 
of: (a) the day on which the overpayment occurred, or (b) the 
date on which the balance of tax is due, and ending with the date 
of refund or application. The date of application is the later 
Olas (a) the first instalment due date for the subsequent taxation 
year, or (b) the date on which the overpayment arose. 


Debit interest on a deficient final payment is calculated 
from the date on which the balance of tax is due to the date of 
assessment/re-assessment or to the date of payment if it is more 
than 30 days after the date of assessment/re-assessment. 


Effective October 1, 1980, payments will be applied in 
the following order: -(a) to interest owing, (b) to penalties 
owing, and (c) to tax owing. Unpaid penalties will attract inter- 
est in the same manner as unpaid taxes. 


DITIONAL INFORMATION 

Further information or clarification regarding corpora- 
tions tax payments, interest, and penalty charges may be obtained 
from the Corporations Tax Branch: 


e Telephone 

Accounts Section - (416) 965-2948 
@e Or write us at 

Ministry of Revenue 

Corporations Tax Branch 

Queen's Park 


Toronto, Ontario 
Maj eel vale 
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This Bulletin is the first of two Corporations Tax Information Bulletins summarizing changes 
to The Corporations Tax Act, proposed by the Treasurer of Ontario in the 1981 Budget released 
on May 19, 1981. Bulletin Number 21-81 summarizes administrative and other items. 
HIGHLIGHTS 
e INCOME TAX 
e FAST WRITE-OFF EXTENDED FOR ENERGY 
EFFICIENT EQUIPMENT 
e TAX INCENTIVE RE-INTRODUCED FOR MULTIPLE-UNIT 
RESIDENTIAL BUILDINGS (MURBS) 
® e SMALL BUSINESS DEVELOPMENT BONDS 
e TAX INSTALMENTS — CHANGES TO BASE IN CERTAIN CASES 
e NON-RESIDENT ENTERTAINMENT CORPORATIONS A 
e EXPLORATION AND DEVELOPMENT GRANTS a4 LIPRAD ee a 
e DEPLETION ALLOWANCE — OIL AND GAS rs anys ON 


e DEVELOPMENT EXPENSES — OIL, GAS AND MINING 


e CAPITAL TAX ; 
e APPRAISAL SURPLUS ~s 


¢ QUALIFICATION FOR FLAT $50 AND $100 TAX— ASSOCIATED 
CORPORATIONS AND PARTNERSHIPS 


INCOME TAX 
FAST WRITE-OFF FOR ENERGY EFFICIENT EQUIPMENT - sectton 14(7) (a) 


Certain equipment for the generation of heat, steam 
or electricity using waste products qualifies for accelerated 
write-off over two years under paragraph 1100(1)(y) of the 
federal regulations and section 301(1) of the Ontario regula- 
tions. For both federal and Ontario purposes this incentive 
is extended to equipment acquired before 1985. 


TAX INCENTIVE FOR MULTIPLE-UNIT RESIDENTIAL BUILDINGS (MURBS) 
 seet7on .14(7 )i (a) 


The MURBS tax incentive permits capital cost allowances 
on eligible rental buildings to be used as a shelter from tax on 
income from other sources. For both federal and Ontario purposes 
this incentive (Classes 31 and 32) which expired on December 31, 4 
1979 is re-introduced effective for construction starts after 
October 28, 1980 and before 1982. 


SMALL BUSINESS DEVELOPMENT BONDS - seectton 14(1) 


Section 15.1 of the Income Tax Act (Canada) provides an 
incentive to reduce interest costs for qualifying small business 
corporations. The interest received by the holder of Small Busi- 
ness Development Bonds will be treated as a "taxable dividend". 
The interest paid by the small business will be treated as a div- 
idend payment and therefore not deductible from income. Ontario 
is paralleling this federal legislation applicable to Small Busi- 
ness Development Bonds issued after December 11, 1979 and before 
oS 2s 


TAX INSTALMENTS - CHANGES TO BASE IN CERTAIN CASES - sectton 148(eg 


Corporations are required to pay monthly tax instalments 
based on either their taxes paid for the previous year or an 
estimate of their current year tax. In cases such as amalgama- 
tions, winding-ups, certain asset transfers and short fiscal years 
the instalment base upon which a corporation is required to calcu- 
late its tax instalments may be reduced because the year on which 
it is based is less than 365 days, because the tax for the pre- a 
vious taxation year is zero, or because this is its first taxation 
year. In order to prevent unjustified reductions to the base and 
ensure that appropriate instalments are required, effective for 
taxation years commencing after September 30, 1981, Ontario is 
paralleling the federal changes. The regulations will be amended 
when the federal regulations are finalized. 


NON-RESIDENT ENTERTAINMENT CORPORATIONS - sectton 7(8), 148a, 
Regulation section 728 


Incorporated non-resident entertainers not otherwise 
having a permanent establishment in Ontario will no longer be 
taxed for performances in Ontario. For performances presented 
after May 19, 1981, promoters will no longer have to withhold 
and remit taxes. The pertinent provisions of The Corporations 
Tax Act and regulations will be repealed. 


EXPLORATION AND DEVELOPMENT GRANTS - seecttons 20 and 20a 


Any assistance or benefit that a corporation has re- 
ceived, or is entitled to receive, from a government, municipality 
Or public authority relating to exploration or development activ- 


ities after 1980,.0or to acquisitions of;property atterm LOS0,, wale 


e 


reduce Canadian exploration and development expenses or Canadian 
oil and gas property expenses in the same manner as the federal 
legislation. 


This applies to taxation years ending after 1980. 


DEPLETION ALLOWANCE - OIL AND GAS - Regulation sections 201 to 210 


Ontario is paralleling the federal change to depletion 
allowance as it applies to oil and gas companies effective Jan- 
uary 1, 1981 in the same manner as the federal legislation. The 
Main areas affected are: 


@ Expenses for exploration on "Canada lands" and development ex- 
penses for certain eligible projects (enhanced recovery, oil 
sands and heavy oil projects) will continue to earn depletion 
at the rate of $1 for every $3 of eligible expenditures after 
LI8O. 


® Earned depletion will be phased out for exploration elsewhere 
in Canada. Depletion will be earned at the rate of 33 1/33 of 
eligible expendituresmior 2981) 20% for 1982Pandsi0% for 1983. 
Thereafter such expenditures will not earn depletion allowance. 


@ The supplementary depletion currently earned at the rate of 
50% of the cost of enhanced oil recovery machinery and equip- 
ment, and 33 31/32 of the cost of bituminous sands, equipment, 
deductible up to a maximum of 50% of total income, will con- 
tinue until the end of 1980. After 1980 such expenditures 
will earn depletion at the rate of 33 1/3% provided they are 
part of certain eligible projects. Machinery and equipment 
acquired for a facility to upgrade heavy oil to a crude oil 
equivalent will also earn depletion at a 33 1/3% rate. 


@ All grants and incentive payments must be deducted from the 
earned depletion base. 


® Certain administrative and overhead costs will cease to qualify 
for earned depletion. 


@ All earned depletion allowances will be limited to 25% of re- 
source income. 


DEVELOPMENT EXPENSES ~- OIL, GAS AND MINING - secttons 20 and 20a 


For principal-business corporations, Canadian explora- 
tion and development expenses have qualified for a 100% write-off 
against income. Non principal-business corporations could write- 
off such expenses incurred in Ontario at 100%; and those incurred 
outside Ontario at the greater of 20% of the accumulated balance 
or the income from production. 


Fifrective for expenses: incurred after May 19, 1981, 
both principal and non principal-business corporations will be 
entitled to a 100% deduction for exploration expenses incurred 
in Canada. 


Both principal and non principal—business corporations 
will be entitled to a 100% deduction for development expenses 
incurred in Ontario after May 19, 1981. For Canadian development 
expenses incurred outside Ontario, both principal and non princi-— 
pal-business corporations will be entitled to a 30% deduction. 


For all corporations a 10% deduction for Ganadianworm « 
and gas property expenses will apply in the same manner as for 
federal purposes. 


CAPTTAL TAX 
APPRALTSAD SURPLUS = selection. 127 


The) computation of paid-up) capital for capital ta cep 
poses will exclude any appraisal surplus shown on the financial 
statements of a corporation. 


This change is effective for taxation years ending 
after May 19, 981. 


QUALIFICATION FOR FLAT 850. AND $100. TAX - ASSOCIATED CORPORATIONS 
AND PARTNERSHIPS 


Gorporatirons with, taxable paid-upecepita wsupecoO 
S00 ;O00R pay a creduced capital tax of a flaw >0s annually 
mmetead of the normal’ rate’ of 3/710 of (2.5 Thoseswitnstaxap le 
capital over $100,000. and up to and including $1,000,000. pay 
a reduced capital tax of a flat $100. Associated Corporations 
Will be .required to include thew taxable paid-up Capital sore the % 
other group member corporations and corporate members of partner- 
ships will be required to include the share of the taxable 
paid-up capital of the related partners in the partnership when 
calculating whether the overall paid-up capital falls within the 
abOveslimtcs for qualitrcation: for thes o50- sand \s lO One to mecaras 


This change becomes effective for taxation years 
ending after May 19, 1981. 
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ia ONTARIO BUDGET 1981 


This Bulletin is the second of two Corporations Tax Information Bulletins summarizing changes 
to The Corporations Tax Act, proposed by the Treasurer of Ontario in the 1981 Budget released 
on May 19, 1981. 


ADMINISTRATIVE AND OTHER ITEMS 


e CAPITAL TAX 
e CAPITAL TAX OF NON-SHARE CORPORATIONS of 
e FAMILY FARM AND FAMILY FISHING CORPORATIONS 7 re ae 
¢ INVESTMENT ALLOWANCE—TERM DEPOSITS AND Jo ™~ 
SIMILAR ITEMS < . JUN 48 1981 ~~ 
e INCOME TAX Ong et 
ro) ¢ CAPITAL GAINS— NON-RESIDENT CORPORATIONS, 9), 


TREATY COUNTRIES 


e PERMANENT ESTABLISHMENT — REGISTERED OFFICE 
AND HEAD OFFICE 


e LIMIT ON DEDUCTION FROM INCOME — FOREIGN 
NON-BUSINESS INCOME TAXES 


e SIX YEAR LIMIT— DESIGNATED ASSESSMENT 
FOLLOWING OBJECTION 


e CREDIT INTEREST ON OVERPAYMENTS —CLARIFICATION 


CAPITAL TAX 
CAPITAL TAX OF NON-SHARE CORPORATIONS - sectton 126(1)(a), (d) 


Section 126(1) requires that corporations having share 
Capital include in paid-up capital the loans, advances and cap- 
ital contributions of their shareholders. This provision is be- 
ing amended to require a similar inclusion in paid-up capital by 
corporations incorporated without share capital of any loans, 
advances and capital contributions made by their members. 

whese Changes are’ eliective for taxation years ending 
attereMay 9 ,aaLo Sis, 


FAMILY FARM AND FAMILY FISHING CORPORATIONS - secttons i a) ae 
(da) 


Corporations which qualify as family farming or family 
GrsiingecoOrporations are Sub ject. to a flatecSs0 capi tal etax 
annually instead of capital tax calculated at the normal rate oF 
3/10 of 1%. The qualifications are being changed to: 


e clarify that all the issued, voting shares collectively should 
be owned by an individual alone or together with members of his 
family. Both the individual and those members of his family 
must be ordinarily resident in Canada. 


® require that 75% of a corporation's assets must be farming 
(fishing) assets, as defined, instead of 95% 


e allow mortgages taken back on the sale of farm land to qualify 
as farming assets, if the other farming assets, as defined, 
are not less than 50% of all assets. 


These changes are effective for taxation years ending 
after May lo. 1981. 


INVESTMENT ALLOWANCE - TERM DEPOSITS AND SIMILAR ITEMS - sectton 


V2 0 PCe? 


It has been administrative policy to permit term de- 
posits with Canadian banks and investment certificates of Can- 
adian trust companies to qualify as eligible investments for in- 
vestment allowance purposes provided they are for a term of and 
held by the corporation for at Least (20 days. 


This policy is now being legislated. It is effective 
for taxation years ending after April 22, 1980, the date the 
policy was first adopted (see Information Bulletin 18-80 dated 
PD nie O80) )) ee 


Bankers' acceptances issued for a term of less than 
120 days will not qualify as investments for investment allow- 
ance purposes. This change is effective for taxation years end- 
ingeattei@ May lo Loe iy 


DEATNAETNM™m TADD, m r) a TD my 11) 7 1¢ 
-RESIDENT CORPORATIONS - TREATY COUNTRIES 


Non-resident corporations which have capital gains 
from the disposition of taxable Canadian property situated in 
Ontario but no other business in Ontario are presently exempt 
from Ontario tax if these gains are also exempt from federal 
tax under a tax treaty between Canada and the foreign country 
of incorporation. This exemption is being extended to include 
Capital gains made by certain non-resident corporations which 


€ 


ane Otherwise taxable in Ontario from the sale or rental of 

real property or timber resource property in Ontario. There- 
fore, all capital gains made by a non-resident corporation which 
are exempt from federal tax under a tax treaty will also be ex- 
empt from Ontario tax, provided that the non-resident does not 
otherwise have a permanent establishment in Ontario. 


This change applies to dispositions of taxable Canadian 
property situated in Ontario made during taxation years ending 
after 1980. 


PERMANENT ESTABLISHMENT - REGISTERED OFFICE AND HEAD OFFICE 
= sectton 7(11) 


Under section 7(11) a corporation has a permanent es- 
tablishment in the place designated in its charter or by-laws as 
its head office. In order to accommodate proposed changes to the 
Ontario Business Corporations Act that will require a corporation 
to maintain a "registered office" in Ontario rather than a "head 
office", section 7(11) is being amended to include a registered 
oftice, 


A further change is being made to restrict the applica- 
t10n Of section 7(11). A corporation's head office or registered 
office will not constitute a permanent establishment in a juris- 
diction if the corporation has a permanent establishment elsewhere 
Limcanada . 


These changes are effective for taxation years ending 
after May 19, 1981. 


Mee SON DE DUCLRON HROM INCOME = HORETGN WiON—BUSENE Si! LENCOME FAXES 
= "seectzon 14 


Under section 14 of the Act, which ties in with section 
ZO( 2) 3 o£ the Income Tax “Act (Canada), a corporation may deduct 
from income a part or the whole of its foreign taxes paid on for- 
eign non-business income. An amendment is necessary to clarify 
Ghat a corporation cannot deduct strom Ontario income any portion 
Gmmroreron taxes 1f full) crhedreetorsi tywas, obtained=throughs the 
federal tax deduction under section 126 of the Income Tax Act 
(Canada). The deduction from Ontario income is limited to that 
POrtion of the foreign taxes remaining after the federal tax de=- 
duction. 


This clarification is effective for taxation years end- 
Pde ablen Maye lo pel ool: 


Ske To Ae Mr = DESIGNALED Associa ye SHOMLOW LNG (Ob CLrON 
- Beetton 1é60b( 3) 


Under section 160b a "designated assessment" arises 
when Ontario re-assesses a corporation based on an assessment 
madesunder the sincome Tax Act. (Canada). (An.Ontario notice of 
objection need not be filed to a designated assessment and 
Ontario is bound to accept the settlement of the federal notice 
of objection. However, because of the six year limitation under 
section 150(4), Ontario was not required to parallel a federal 


settlement made more than six years from the dates t hescouporma. 
tion was originally re-assessed. This limitation will no longer 
apply to settlement of objections to designated assessments. 


This change is effective upon Royal Assent to the 
amending Bill. 


CREDITS INE RREST ON OVERPAYMENTS =~ CLARIFICATION = Beertren 
TEOGT) (a 


Under section 148(3) monthly instalments of tax are 
required with the balance of tax payable two months after the 
end of ithe taxation year (three months after thesend? of ache 
taxation year for small businesses). 


Section 153(1) is being amended to clarify that credit 
interest is payable to a corporation on overpayments of both in- 
stalments and on the balance of tax payable. 


This clarification is effective upon Royal Assent to 
the amending Bill. 


CORRECTION 


Bulletin 18-80 dated April 22, 1980 (page 2) listed 
federal changes in Bill C-17 with which Ontario is tied-in. 
Under "Inventory Adjustment" and "Amalgamations" the effective 
date was shown as taxation years ending after November 16, 1980. 
This should have read November 16, 19787) the ellectivesdactesor 
the federal legislation. a> 
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Les bulletins sont disponibles en francais sur demande a la Direction de l’impot sur les corporations, 
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DEPOS Sp OO 
INTRODUCTION STORY LIBHARY MATER. 7 ag 

Information Bulletin 2-77 announced the guidelines 

under which the Corporations Tax Branch would issue formal 
advance rulings. Changes have become necessary in certain of 
the guidelines as well as in the fees charged for this service. 
Therefore, this Bulletin replaces and cancels Information 
Bullecin«2-77 dated March 21, 1977. 


= 


SUBJECT: Advance Corporations Tax Rulings 


DISTINCTION BETWEEN ADVANCE RULINGS AND OPINIONS, 


i we Thestssuance of formal advance rulings is a special ser—- 
vice Oftethes Corporations Tax 1Branch. “The ™ Branch also 
i provides informal advice and assistance on routine or 
simple matters, but opinions expressed during such dis- 
cussions or exchanges of correspondence are not consid- 
ered advance rulings, and are not binding upon the Minis- 
GLye 


DEFINITION OF ADVANCE RULING 


2. An advance ruling is a statement given by the Corporations 
Wace Branch tose, CcOrpOration escating snow tewllleitorprer 
provisions! OL the Corporations Tax Actein respect @tora 
specific transaction which the corporation is proposing. 


REQUEST FOR RULING 


Seemiiee request, snould contain apCleak sstatementeolpene ques-— 
tion (s)sOn which the suling 1S required, 7a complete and 
detailed statement of the relevant facts, and frank dis- 
closure of the purpose of the proposed transaction(s). 

It should also indicate the relevant provisions of the 
Act on which the ruling is requested, and the corporation's 
own interpretation of those provisions. 


RULING BINDING 


4. 


An advance ruling, subject to any limitations or qualifi- 
cations contained therein and to the comments in paragraphs 

5 to 10 below, will be regarded as binding upon the Minis-— 

try € 


LIMITATIONS ON RULINGS 


a 


An advance ruling will be given only in respect to a 
proposed transaction, its purpose being to enable taxpaying 
corporations to decide upon a planned course of action. In 
addition, it will apply only to the corporation for which 

it is requested and others named in it, and to the transac- 
tion specified in the ruling. Where the federal legislation 
is the same as Ontario's, limitations set in Revenue Canada 
Information Circular No. 70-6R will apply. 


CONDITIONS RESPECTING A RULING 


O: 


LOS 


If there is an omission or misrepresentation in the infor- 
mation supplied to this Ministry for a ruling, the ruling 
may be revoked retroactively and the Ministry will not be 
bound by it. 


A ruling may also be revoked where it was based on an in- 
terpretation of the law that has subsequently changed as a 
result of a court decision. In this case, revocation would 
take effect only from the date of the relevant court deci- 


sion. o 


Where the transactions in respect of which a ruling was 
given have not been substantially completed within the time 
limit specified in the ruling, the ruling will not be bind- 
ing upon the Ministry unless the corporation obtains con- 
firmation that the ruling is still in effect. Such con- 
firmations may be given for further specific periods. 


Where the law upon which a ruling was based changes, the 
ruling ceases to be valid from the effective date of the 
Change in the law. 


Where a ruling is issued covering a continuing action or 
series of actions, and it is determined that the rulings. 
no longer in accord with the practice of the Ministry or 
Ehatithesrulingsiseineercror, sehe ruling may be revoked. 
thejreyecation wall not besmade retroactively. 


ONTARIO PROVISIONS PARALLELING FEDERAL ACT 


Ui is 


Where provisions of Ontario's Corporations Tax Act parallel 
provisions of the Income Tax Act (Canada), a ruling must 
ftrst be obtained from Revenue Canada before a ruling is 
given by this Ministry. A copy of the Revenue Canada ruling? 
together with a copy of the original application and accom- 
panying material, should be forwarded to the Corporations 
Tax Branch with a request for an Ontario weg COLA eke i 4 


Ie 


Where the Income Tax ruling bears directly on another 
Ontario statute such as The Small Business Development Cor- 
porations Act and a ruling is also required for the other 
statute, then the two requests may be submitted as a pack- 
age. They will be referred to the appropriate Branch for 

a decision and the reply issued by this Branch will consti- 
tute a binding ruling under both Acts. 


REQUEST FOR RULING ON ONTARIO CORPORATIONS TAX ACT 


ibe 


A request for an advance ruling under the Ontario Act should 
be submitted with all relevant documents to: 


The Director 
Corporations Tax Branch 
Ministry of Revenue 
Queen's Park 

Toronto, Ontario 

M7A 1Y1 


If the request is made by a representative of the corporation, 
the corporation must submit a letter to the Ministry author- 
izing the representative to act on its behalf. 


FEE FOR RULINGS 


14. 


For submissions after October 1, 1981, a fee of $50 for each 
hour spent in preparing the rule will be charged, with a 
minimum of $125. The minimum fee must accompany the request 
for the ruling. The increase in the fees charged for this 
service have become necessary due to higher salary and admin- 
istration costs to the Corporations Tax Branch. 


CONSULTATION ON A RULING 


es 


Aecorporation may, either directly or through@its represen— 
tative, make a request in writing to discuss the issues in- 
volved in person with staff members of the Corporations Tax 
Branch. This request should be made at the same time or 
immediately after the request for the ruling is made. 


RECONSIDERATION OF A RULING 


16. A request for reconsideration of a ruling will be allowed 
only if the corporation can provide new information or can 
show that there was a misunderstanding of information pre- 
viously submitted. 

REFUNDS 

17. Where a corporation withdraws its request for a ruling, and 


work has not yet commenced towards furnishing the ruling, 
the fee will be refunded. However, if work has already 
begun, a fee will be charged for the time spent on the ruling. 


PROCESSING TIME 


or 


LE) 


While every effort will be made to deal with requests for 
rulings as quickly as possible, no commitment can be given 
on the time required to process them. Corporations will 
be notified where an extended delay is foreseen. 


Taxpayers and their representatives are urged to forward 
their requests for advance rulings well ahead of the pro- 
posed transactions. The Branch cannot guarantee to provide 
a ruling on short notice prior to the transactions being 
entered into. 
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SUBJECT: Summary of Policy Differences Between the Corporations 
Tax Act and the Income Tax Act (Canada) 


Amendments to the Corporations Tax Act and the Income 
Tax Act (Canada) have necessitated this Bulletin which replaces 
Bulletin Number 10-78 issued February 1, 1978. 


The following list includes major policy differences 
between the taxing provisions of the Corporations Tax Act relat- 
ing to income tax and those of the Income Tax Act (Canada) which 
apply to corporations. They are described in general terms. 
They do not include the full details of the legislative differ- 
ences in every case. 


le The rate of income tax on corporations in Ontario is 14%. 


e The credit available for political contributions is in the 
form of a deduction from taxable income and applies to contri- 
butions to Ontario political parties and candidates in an 
Ontario election. At the federal level the deduction is in 
ENG scCOTtMeOL, a taxecredut and, appl1ess cto, Contributions: to a 
federal political party or candidate. 


@ Specific provisions of the Corporations Tax Act permit the de- 
duction of fees paid under the Ontario Beef Calf Income 
Stabilization Program and require stabilization payments re- 
ceived to be included in income. A similar treatment may be 
accorded at the federal level under general provisions. 


e 5/14 of management fees, rents, royalties and similar payments 
to non-residents in non-arm's length transactions which are 
subjected to federal withholding tax are added to income for 
Ontario purposes. At the federal level they are deductible in 
computing income. 


@® Corporations which make low interest or interest-free loans to 

a non-resident must include in income nominal interest on the 

loan computed at a prescribed rate (12% for periods™after 

i CON meouUCh LOANS Are WiOuesib ect Cora simi la iproviapag at 

the federal level if the non-resident has p taxon. ithe 
» ancunt. OL tenes toa winder Part X11. of the bu AGH (Canada) . 

yg 

Bae &y ad 7 


Aid 


e Both Ontario and the federal authorities use the same classes 
of assets and capital cost allowance rates, except for Ontario 
Grain storage facilities. The amount of C.CoAssdeducted in 
Ontario may differ from that at the federal level. 


® The federal incentive in which the capital cost of certain 
assets acquired after December 3, 1970 and before April l, 
1972 was set at 1153 of the actual cost was not adopted by 
Ontario. C.C.A. differences between the jurisdictions neces= 
sarily remain in respect of such assets. 


€ 


@e Resource Corporations 


Ontario's depletion allowance for mines is 33 1/3% of resource 
profits whereas at the federal level depletion is limited to 
1/3 of the corporation's investment, up to a maximum of 25% of 
resource profits. Depletion allowances for oil and gas compan- 
ies are computed on the same basis for Ontario and federal pur- 
poses. However, the concept of earned depletion is applicable 
for federal purposes for taxation years ending after May 6, 
1974 and for Ontario purposes for taxation years ending after 
April 19, 1977. Incentives similar to those proposed in the 
federal Petroleum Incentives Program are not provided by 
OntariG.. 


Ontario has paralleled the federal rules relating to deductions 
for Canadian exploration expenses, Canadian development expenses 
and Canadian oil and gas property expenses incurred after May 
19, 1981. The following difference remains: 


Resource companies in the oil and gas or mining 

industries are entitled to a 100% deduction for c 
Ontario tax purposes for development expenses 

incurred in Ontario. For federal purposes, such 

companies are entitled to a 30% deduction. 


Resource corporations are entitled to a 30% deduction for Ontario 
and federal purposes for development expenses incurred outside 
Ontario; 


A resource allowance of 25% of resource profits may be claimed 
by mining companies for federal purposes. No such allowance is 
available to mining companies for Ontario tax purposes. 


Foreign resource properties are treated as capital assets by 
Ontario. At the federal level they are treated as income assets 
and on disposition proceeds of sale are added to income but may 
be reduced by undeducted foreign exploration and development ex- 
penses. 


@e Non-profit organizations are exempt from income tax both in 
Ontario and at the federal level as long as the non-profit cor- 
poration does not confer a benefit on its shareholders. 


If a corporation confers a benefit on its shareholders, Ontario 
will subject the corporation to tax for the year in which the 
benefit is conferred, including the total of its income from 

all previous years formerly exempt, and for each subsequent c 
year. 


e For federal tax purposes, a condominium corporation is not 
considered to be a non-profit organization exempt from tax. 
However, these corporations are generally not taxable as long 
as their activities involve dealings with members. The 
specific kinds of income which are subject to tax at the fed- 
eral level include: 


e Interest on operating or reserve funds maintained at unrea- 
sonably high levels in relation to the purpose of the fund. 


e Income derived from a business not involving rental of con- 
dominium common areas. 


For Ontario purposes, condominium and co-operative housing cor- 
porations are considered to be exempt non-profit organizations 
in the first instance. However, tax exempt status is lost for 
a year in which such a corporation is subjected to federal tax 
and for all subsequent years. See Information Bulletin - Con- 
dominium and Co-operative Housing Corporations issued April, 
1980 for more details. 


e Tax Credits for Canadian Small Business 


Certain Canadian controlled private corporations are effectively 
taxed at less than full rates on business income for both 
Ontario and federal purposes. For Ontario purposes, a single 
effective tax rate (10%) is applicable. However, for federal 
purposes, certain companies engaged in providing professional, 
managerial, administrative or similar services are effectively 
taxed at a higher rate (23 1/3%) than those not providing such 
services (15%). 


@e Manufacturing and Processing Profits Credit 


Tax credits are offered by both jurisdictions to corporations 
engaged in manufacturing and processing. Briefly, the major 
policy differences relating to the computation of manufactur- 
ing and processing profits credits are: 


e The Ontario credit is based on "eligible Canadian profits" 
which includes the computation of income on a basis accept- 
able for Ontario tax purposes. The federal credit is based 
on “Canadian manufacturing and processing profits". While 
the Ontario profit base includes elements derived from min- 
ing, farming, logging or fishing, the federal base does not. 


e For Ontario purposes, the portion of eligible Canadian profits 
available for the credit is reduced by the amount of any 
active business income included therein eligible for the fed- 
eral small business deduction. For federal purposes, Canadian 
manufacturing and processing profits eligible for the small 
business deduction may, in addition to other such profits, 
quakityetor tax credits. 


e For Ontario purposes, all of a corporation's active business 
income qualifies for the credit if total active business in- 
come does not exceed $250,000 and active business income from 
sources other than manufacturing and processing, mining, 


farming, logging or fishing does not constitute more than 
20% of total active business income. At the federal level, 
a similar rule exists for small manufacturers with active 
business income not an excess of 4507000. 


@ Incentive Tax Credits for Investment 


Canadian controlled private corporations qualifying for the 
federal small business deduction relative to active business 
income may Claim a credit (small business tax credit on depre- 
Ciable property) based on the cost of depreciable assets ac- 
quired for use in Ontario for the purpose of earning, ancome 
from a business. See Interpretation Bulletin L=15 dated 
January 20, 1981 for more details. 


The. investment tax credit provided for at ther rederalmlevel, 

though not restricted to Canadian controlled private corpora- 
tions, Us based on’ the cost of ‘certain specitied deprecrable 

assets acquired or certain expenditures incurred. 


Foreign Tax Credits 


Ontario provides a foreign tax credit related only to foreign 
investment income whereas foreign tax credits are available 
at the federal’ level in relation to both foreign investment 
income and foreign business income. 
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SUBJECT: Interest rate increased to 153% 


INTEREST RATE (S. 72 and 75, Regulatton S. 714) 


The rate of interest payable on unpaid taxes and 
allowed on Be CL is increased from 12% to 15%. 
* MATeR ray 
BKFFECTIVE DATE 


This change will take effect from February 1, 1982. 
Mne current. rate, of 12% which is effective from October 1, 
L9COewiLIP apply Lor the period up: to January 31,7982. | The 
earlier rates of 6% and 9% will continue Ab apply for periods 
up to September 30, 1980. ra eR ee 
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a IMPACT ON TAXPAYER <x MCE oe : es 

Most taxpayers pay theiPstaxes on time 480 will not 
feel this change. Those who have overpaid will ‘begin to 
receive more reasonable compensation for “funds held by the 
Ministry. Those who fail to meet the due dates specified in 
the Corporations Tax Act will be liable for the additional 
interest. They should, therefore, try to make sure their 
taxes are paid on time in the proper amount. 


INFORMATION AVAILABLE 


. Taxpayers affected by the change in interest rates 
may SWish to, contact the Corporations. Tax) Brancheat» the 
following address or telephone number: 


Accounts Correspondence Section 
12th BEoor, 77 Bloor Street West 
Toronto, Ontario (416) 965-2948 


Taxpayers may also contact the Ministry of Revenue's 
multilingual Information Centre free of charge from anywhere 
Rae O i ise .G)2 


In Metro Toronto - dial 965-8470 


invarea code S07) —pask thesoperator ssqcme.enith 
8-2000 


In all other areas - dial 1-800-268-7121 
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Les bulletins sont disponibles en francais sur demande a la Direction de l’imposition des 
compagnies, Ministére du Revenu, Queen’s Park, Toronto, Ontario M7A 1Y1 Téléphone: 965-1160 


This Bulletin summarizes administrative and technical changes to the Corporations Tax Act. 


TECHNICAL CHANGES 


e INCOME TAX 
e PAYMENTS TO NON-RESIDENTS 


e CAPITAL TAX 


e TAXABLE PAID-UP CAPITAL— BANKS, LOAN AND TRUST CORPORATIONS 
e TRUSTS —CORPORATE BENEFICIARIES 

e TOTAL ASSETS —INVESTMENT IN A PARTNERSHIP 

e ANY OTHER SURPLUS — EXTENSION OF MEANING 


.) e OTHER ITEMS 
e TAX INSTALMENTS 


INCOME TAX 
PAYMENTS TO NON-RESIDENTS - subsections 12(6), (6a) 


Five-fourteenths (5/l4ths) of management fees, 
rents, royalties and similarj»payments to non-residents in 
non-arm's length transactions subject to federal withholding 
tax are added to income for Ontario purposes under subsection 
12(6). This add-back is not required for rents and royalties 
where the non-resident recipient is liable for Ontario taxes 
on sale or rental of real property under clauses 2(2) (b) or 
2(2)(b). Thisproviston, while penamended etosclars iy ithat athe 
exception applies only where the non-resident recipient has 


included the payment in computing its taxable income earned in 
Canada. 


A new provision will be added to prevent 
corporations avoiding the 5/l4ths add-back by channelling 
management fees and similar payments through a related person 
resident in another Canadian jurisdiction, rather than paying 
them directly to a non-resident. Where a payment which would 
give rise to an add-back if made to a non-resident, has been 
made by a taxpayer to a related person resident in Canada 
outside Ontario, and the recipient of the payment is related 
to a non-resident controlling the taxpayer, the taxpayer will 
be required to include 5/l4ths of the payment in its income. 
This applies for payments made after May 13, 1982. 


CAPITAL TAX 
TAXABLE PAID-UP CAPITAL - BANKS, LOAN AND TRUST CORPORATIONS - sectton 53 
o Changes in terminology - banks 
Subsection 53(2) specifies items for inclusion in 
taxable paid-up capital for a bank. This subsection is being 


revised to render the terminology consistent with the Bank 
ACT aL oSO, 


12) 


f accounting - banks, loan and trust 


Banks, loan and trust corporations which report 
their investments in other corporations using the equity 
methodsofvaccounting; will besrecuiredito exclude: the 
accumulated earnings and losses of those corporations, and 
include all dividends received from those corporations in 
calculating their taxable paid-up capital. 


These changes are applicable for taxation years 
ending ~anter May 357ml 082. 


Section 53 will be amended to clarify that a 
corporate beneficiary of a trust must include in paid-up 
Capital, a portion of any indebtedness of the trust secured by 
assets of =the trust. Phis+portion) shalle@be representativeror 
the corporation's beneficial interest in the trust. 


- INVESTMENT IN A PARTNERSHIP - section 54 


"Total assets" are utilized in calculating any 
investment allowance to which a corporation may be entitled. 
A provision will be added to clarify that, where a corporation 
has an investment in a partnership, it must add its share of 
the partnership assets to its total assets and deduct the 
amount shown in its financial statements as investment in the 
partnership. The share of the partnership assets added to € 
total assets is the corporation's profit-sharing percentage 
applied to such assets. 
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ANY OTHER SURPLUS - EXTENSION OF MEANING - section 58 & 54 


"Any other surplus" is included in paid-up capital 
under the following clauses: 53(1)(b) (ordinary corporations) ; 
JS Ne)e ea (Dalits wmonGt oso) b melt OaAnsandecrustecorporations jc 


Iesmeaninguwiuakebepclaritied. Any amount’ that must 
be included in computing income for the purposes of Part II of 
the Corporations Tax Act must also be in "any other surplus" 
except for that portion already included in the corporation's 
income shown in its financial statements. However, this rule 
will not apply to the following: 


o The 5/14ths add-back in respect of management fees 
and similar payments under subsections 12(6) or 
(Gali 


o The following income items under provisions in the 
Income Tax Act (Canada) made applicable for 
Ontario purposes: 


Oo Growne royalties inirespect,of an oil or gas 
well or mineral resource (paragraph 
UZ Cera) 


Oo Appropriations of property or loans to 
shareholders) (subsects onsms (1 json 2) ). 


o Imputed interest on certain loans to 
non-residents (subsection 17(1)). 


o Any recapture of scientific research 


allowance upon disposition of a research 
property s(subseetiony37.1(3)).: 


mA r FRIAMAT AAD RI me 
Fel LAWOLALMEIVG Oo 


hee a eg ie e. 
o Addittonal tnstalment option 


Corporations will be able to calculate their tax 
instalments in one of four ways, whichever is the least: 


fo) 1/12 of current year's estimated tax 
fo) 1/12 of previous year's tax 
O i722. 0f stax twouvearsvago, tor: first tworemonths. and 


1710 of difference between the previous’ year's tax 
and amount already paid for the next 10 months 


fe) iAl2 (Oi Gexe cEWOryCanrsmacomLor filrst two months and 
1/10 of difference between the estimate of the 
current year's tax and amount already paid for the 
next 10 months. 


The last method is new and allows the corporation to use the 
current year's tax where less than the previous year's tax. 
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o Taxatton year ends not cotnctding with calendar month end 


The Corporations Tax Act will be amended to clarify 
the due dates for monthly tax instalments and the balance of 
tax payable in situations where a corporation's taxation year 
does not end on the last day of a calendar month. In such 
cases, payments will be due on the day of the month 
corresponding to the day of the month on which the previous 
taxation year ended. 


Example: 


A corporation's 1982 taxation year ended 

Apri LSS  elLoS2e ew etThescorporattons1senoL 
eligible for the small business deduction under 
section 125 of the Income Tax Act (Canada). 


The corporation's monthly instalments for the 
ensuing taxation year are due on May 15, 1982; 
gune #5, L962"anay so on. “Assuming: a 1983 
taxation year of 12 months duration, any 
balance’ of tax payable™ionr TIs8srvs due June 15, 
L983 
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ONTARIO BUDGET 1982 


This Bulletin describes the changes to the Corporations Tax Act, proposed | 
of Ontario in the 1982 Budget released on May 13, 1982. ' 


MAY 3 4 1932 
HIGHLIGHTS NY, 
e TWO YEAR INCOME TAX EXEMPTION FOR SMALL BUSINESS 
e SMALL BUSINESS TAX CREDIT ON DEPRECIABLE PROPERTY 
e OTHER CHANGES AFFECTING SMALL BUSINESS 
e CONTINUANCE OF CAPITAL GAINS AND OTHER RESERVES 
e FULL CAPITAL COST ALLOWANCE IN YEAR OF ASSET ACQUISITION 
D e INCOME FROM IRON ORE PROCESSING 


TWO YEAR INCOME TAX EXEMPTION FOR SMALL BUSINESS - sections 33, 75 and 76 


Ontario corporation income tax will be suspended for 
two years on income eligible for the federal small business 
deduction under subsection 125(1) of the Income Tax Act 
(Canada). This change applies to two taxation years ending 
after May 13, 1982 and before May 14, 1984. The exemption will 
not apply to income eligible under subsection 125(1.1), that 
is, the income of professional, personal service and 
management corporations. 


o Refunds 


Oualiiying Corporations way apply fora refund of 
instalments paid on account for the first taxation year ending 
after May 13, 1982 in excess of their revised tax for that 
year. Credit interest will not be paid on any such 
instalments requested and refunded prior to filing the return 
for that year. However, credit interest will be paid in the 
normal manner on any refund made after filing the return for 


. that year. 


Refunds may be requested by a letter containing the 
following: 


Corporation name 

Account number 

Taxation year affected (month/year) 

List of instalments paid 

Amount to be held by branch for year end tax 
imiabilvty eineluding capitaletax) 

Amount of refund requested 

Telephone number 

Contace, Hane 


To avoid delay in processing refunds, complete information 
would be appreciated. 


M@aLIL 4exeye 


Ontario Ministry of Revenue 
Small Business Tax Exemption 
Parliament Buildings 

Queen's Park 

Toronto; Ontario 

M7A 2E9 


Telephone enquiries may be directed to: 


(416) 963-1546 


o Applteatton of losses 


The rules regarding application of losses continue 
to apply. For example, losses from taxation years before or 
after the exempt period of the program will be applied against 
income in taxation years ending in the period in the normal 
manner. Losses from taxation years ending in the period must 
be applied, in the usual manner, against income from taxation 
years ending both in the period or before or after the period 
as the case may be. 


o Instalments 


Tax otherwise payable during the exempt period 
should be taken into account in calculating the tax 
instalments payable in the first and second taxation years 
following the two year exempt period. 


SMALL BUSINESS TAX CREDIT ON DEPRECIABLE PROPERTY - sectton 35 


This program was established for a two year period 
(April 22, 1980 to April 23, 1982) and is not being extended. 


OTHER CHANGES AFFECTING SMALL BUSINESS - sectton 33 


The federal Budget of November 12, 1981 proposed 
certain changes directed specifically at small business. 
These include increased annual and total business limits of 
$200,000 and $1,000,000 respectively for computing the small 
business deduction under section 125 of the Income Tax Act 
(Canada) for 1982 and subsequent taxation years. 


Ontario will parallel this change with the same 
application dates. The business limits change will increase 
availability of the existing small business incentive tax 
credit and enhance the newly-proposed Small Business Tax 
Exemption program for qualifying corporations. 


CONTINUANCE OF CAPITAL GAINS AND OTHER RESERVES - sections 12, 18 and 16 


Ontavioshassdecided@not to parallel the federal 
November 12, 1981 Budget proposal to terminate provisions for 
reserves under paragraph 20(1)(n) (deferred profits), 
Subparagraph 40(1)(a)Maiit) (capital gains) or section 64 
(resource property) of the Income Tax Act (Canada). Reserves 
previously available for Ontario purposes continue to apply. 
However, technical amendments will be required in the 
Corporations Tax Act to render inapplicable any changes to 
sections of the Income Tax Act (Canada) presently adopted by 
Ontacro . 


FULL CAPITAL COST ALLOWANCE IN YEAR OF ASSET ACQUISITION - sectton 12 and 
Regulation sectton 201 


Ontarloewillenoe adopt enestederal proposalstomlimre 
C.C.A. to one-half the normal rate in the year of acquisition. 
The rates presently applicable will continue in the first year 
an asset is acquired. 


WhientmilingnOntarlouclzsmeaxmr CLuLns,=COLDOLAaTLONS 
should continue to use the same asset classifications used 
federally. However, the amount deducted in the year of 
acquisition may differ. 


INCOME FROM IRON ORE PROCESSING - secttons 17 and 34, Regulation sections 
101 and 103 


Ontario wa tlecontinues1tsacurrent policy for 
determining income from iron ore processing which qualifies 
for depletion allowance and manufacturing and processing 
DEOLIts credits = Ontarlomsnulespwil lanotsbesaltectedshy (the 
federal policy proposal set out in/)Resolution 108 to the 
federal Budget of November 12, 1981. It is expected to amend 
the federal definition of "manufacturing or processing" to 
include any iron ore processing beyond the primary pellet 
stage or its equivalent. 
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This Bulletin summarizes administrative and technical changes to the Corporations Tax Act. 


TECHNICAL CHANGES 
e INCOME TAX LAN 
e PAYMENTS TO NON-RESIDENTS Fg a 
¢ CAPITAL TAX, <. ie x 
¢ TAXABLE PAID-UP CAPITAL—BANKS, LOAN-AND TRUST CORPORATIONS 
e TRUSTS — CORPORATE BENEFICIARIES oo Ge 


"it 


e TOTAL ASSETS — INVESTMENT IN A PARTNERSHIP 
e ANY OTHER SURPLUS — EXTENSION OF MEANING 


® e OTHER ITEMS 
e TAX INSTALMENTS 


INCOME TAX 


PAYMENTS TO NON-RESIDENTS - subsections 12(6), (6a) 


Five-fourteenths (5/l4ths) of management fees, 
rents, royalties and: similar, payments to non-residents: in 
non-arm's length transactions subject to federal withholding 
tax are added to income for Ontario purposes under subsection 
12(6). This add-back is not required for rents and royalties 
where the non-resident recipient is liable for Ontario taxes 
on sale or rental of real property under clauses 2(2) (b) or 
23) (by “This provision -wi liebe ®amended Ftovclarify \that. the 
exception applies only where the non-resident recipient has 


included the payment in computing its taxable income earned in 
Canada. 


A new provision will be added to prevent 
corporations avoiding the 5/l4ths add-back by channelling 
Management fees and similar payments through a related person 
resident in another Canadian jurisdiction, rather than paying 
them directly to a non-resident. Where a payment which would 
give rise to an add-back if made to a non-resident, has been 
made by a taxpayer to a related person resident in Canada 
outside Ontario, and the recipient of the payment is related 
to a non-resident controlling the taxpayer, the taxpayer will 
be required to include 5/l14ths of the payment in its income. 
This applies for payments made after May 13, 1982. 


CAPITAL TAX 
TAXABLE PAID-UP CAPITAL - BANKS, LOAN AND TRUST CORPORATIONS - sectton 538 
o Changes in terminology - banks 


Subsection 53(2) specifies items for inclusion in 
taxable paid-up capital for a bank. This subsection is being 
revised to render the terminology consistent with the Bank 
AGE LO SO. 


o Equity method of accounting - banks, loan and trust 
corporattons 


Banks, loan and trust corporations which report 
their investments in other corporations using the equity 
method of accounting, will be required to exclude the 
accumulated earnings and losses of those corporations, and 
include all dividends received from those corporations in 
Calculating their taxable paid-up capital. 


These changes are applicable for taxation years 
ending eatter May 137, 9827 


TRUSTS - CORPORATE BENEFICIARIES - sectton 58 


Section 53 will be amended to clarify that a 
corporate beneficiary of a trust must include in paid-up 
capital, a portion of any indebtedness of the trust secured by 
assets of the trust. This portion shall be representative of 
the corporation's beneficial interest in the trust. 


TOTAL ASSETS - INVESTMENT IN A PARTNERSHIP - sectton 54 


"Total assets" are utilized in calculating any 
investment allowance to which a corporation may be entitled. 
A provision will be added to clarify that, where a corporatiom 
has an investment in a partnership, it must add its share wos 
the partnership assets to its total assets and deduct the 
amount shown in its financial statements as investment in the 
partnership. The share of the partnership assets added to 
total assets is the corporation's profit-sharing percentage 
applied to such assets. 
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ANY OTHER SURPLUS - EXTENSION OF MEANING - section 53 & 54 


"Any other surplus" is included in paid-up capital 
under the following clauses: 53(1) (b) (ordinary corporations) ; 
D2) Cee Danks); mandsse5 (5) )( Dm LOdinmands trusty -CcOLDOrations).. 


The meaning will be clarified. Any amount that must 
be included in computing income for the purposes of Part II of 
the Corporations Tax Act must also be in "any other surplus" 
except for that portion already included in the corporation's 
income shown in its financial statements. However, this rule 
will not apply to the following: 


o The 5/14ths add-back in respect of management fees 
and similar payments under subsections 12(6) or 
(6a). 


o The following income items under provisions in the 
Income Tax Act (Canada) made applicable for 
Ontario purposes: 


o Crown royalties in respect of an oil or gas 
well or mineral resource (paragraph 
TAL) (Oe 


o Appropriations of property or loans to 
shareholders (subsections 15(1) or (2)). 


o Imputed interest on certain loans to 
non-residents (subsection 17(1)). 


o Any recapture of scientific research 


allowance upon disposition of a research 
DEODeLE LY (Subsection 3/. 1:(3)0). 


OTHER ITEMS 
TAX INSTALMENTS - sectton 70 


o Additional tnstalment optton 


Corporations will be able to calculate their tax 
instalments in one of four ways, whichever is the least: 


fe) 1/12 of current year's estimated tax 
O 1/12 of previous year's tax 
O I/L2) Otte tax two years ago for fLixrst two months and” 


1/10 of difference between the previous year's tax 
and amount already paid for the next 10 months 


fe) L/iZ or tax two years,ago for first “two months and 
1/10 of difference between the estimate of the 
current year's tax and amount already paid for the 
next 10 months. 


The last method is new and allows the corporation to use the 
current year's tax where less than the previous year's tax. 


- 3- 


o Taxation year ends not cotnetding with calendar month end 


The Corporations Tax Act will be amended to clarify 
the due dates for monthly tax instalments and the balance of 
tax payable in situations where a corporation's taxation year 
does not end on the last day of a calendar month. In such 
cases, payments will be due on the day of the month 


corresponding to the day of the month on which the previous 
taxation year ended. 


Example: 


A corporation's 1982 taxation year ended 

April 15, 19823 S@ihetcorporation sismnet 
eligible for the small business deduction under 
section 125 of the Income Tax Act (Canada). 


The corporation's monthly instalments for the 
ensuing taxation year are due on May 15, 1982; 
wunes 5), #l9s82randeso, on. WASSumimng eal 1953 
taxation year of 12 months duration, any 


balance: of tax *payablewionr) 1983S .is-due Mune 15; 
DISS 
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SUBJECT: Amendment of Regulations made up@eér the Corporatk 
Wes INET. é e“ SEP g 1982 

INTRODUCTION SY ww, 

INTRODUCTION > 


My &* 

The purpese of this bulletin as to deboni Be 
amendments to Regulation 191/80 of the Revised Regfflations of 
Ontario made under the Corporations Tax Act which implement 
the changes proposed in the May 1981 Budget and certain other 
Changes. The amending regulation (number 254/82) was filed 
with the RegqustrampoLyRegqulationg! on! April) 16, 19982 and 
published in the May 1, 1982 edition of the Ontario Gazette. 


Pes house ybemnoted thateakl section xeferencesiin 
this bubletinsare tovsections of Regulation 191/80 (R.R:0. 
1980), formed by the consolidation of previous Regulation 
. 250/73 made under The Corporations Tax Act, 1972 and 
subsequent amendments. The Revised Regulations of Ontario 
were proclaimed in force as of November 16, 1981. (See cross- 
reterence table on Shast page tof bulletin) ; 


DEPLETION ALLOWANCES - OIL AND GAS 
(Regulation sections 101 to 112) 


Ontario has paralleled the federal changes to 
depletion allowances as they apply to oil and gas companies 
effective January 1, 1981. These changes were described in 
Information Bulletin Number 20-81 issued June 1, 1981. 


ALLOCATION OF INCOME AND TAXABLE PAID-UP CAPITAL 
(Regulatton secttons 300 to 330) 


Sections 200mtoms3 moh thesrequlations contain rules 
for allocating taxable income and taxable paid-up capital of 
corporations with operations outside Ontario. These rules 
have been amended to parallel similar changes made to clarify 
the federal allocation rules. 


o Where one of the factors in the allocation formula 
(salaries and wages or gross revenue) is "nil", 
allocation must be based on the single factor present. 


oO Allocation must be made only to jurisdictions in which 

the corporation has a permanent establishment. 
o Bus and truck operators must allocate only to 

jurisdictions where there is a permanent establishment 

and the allocation formula must include only distance 

driven in each of those jurisdictions. 


o Other minor changes have been made to clarify the 
wordingmoL the mules. 


o These changes apply for taxation years commencing after 
E9807 


TAX INSTALMENTS - SHORT TAXATION YEARS AND CORPORATIONS 
FORMED BY AMALGAMATION (Regulatton section 509) 


Section 70 of the Corporations Wax Act) SsectsnouL 
rules for calculating monthly corporations tax instalments? 
(See Information Bulletin Number 19-80 issued September, 1980 
and Information Bulletin Number 26-82 for more details). 


New section 509 of the regulations adopts some of 
the changes made to the federal tax instalments regulations. 
These are applicable to taxation years commencing after 
September 30, 1981. @ 
o Where the instalments are based on a taxation year of 

less than 365 days, the tax payable for that year must 
be grossed up to a full 365 day year. 


o Where a corporation has been newly formed by way of an 
amalgamation it is required to pay tax instalments 
beginning with its first taxation year. In calculating 
its instalments, the aggregate tax paid in the last 
taxation year by the predecessor corporations is 
treated as the new corporation's previous year's tax. 
The aggregate tax of the next to last taxation year of 
the predecessors is treated as the new corporation's 
second previous year's tax. These are also grossed-up 


where the predecessor's taxation year is less that 365 
days. 


It should be noted that the new regulations do not 
pick up the federal changes which increase instalments when 
assets have been transferred to a corporation under section 85 
of the federal Act or when a subsidiary is wound-up under 
section 88 of “that Act. 


DEDUCTIBILITY OF TAXES IMPOSED BY OTHER JURISDICTIONS 
(Regulatton secttons 501 and 502) 


The imposition of an income tax by the province of 
Alberta necessitates the addition of this tax to the list 
(Reg. 501) of taxes not deductible in computing income. 


The newly imposed Saskatchewan capital tax is added 
EOsthe list (Req.m502)mOL taxes which aresdeductible in 
computing income. 


TAXABLE CANADIAN PROPERTY SITUATED IN ONTARIO 
(Regulatton 505) 


A corporation incorporated outside Canada is liable 
BoOmOncat.Oetax under Clause 2(2) (ce) Tor 2:(3) (c) “of the 
Ceorporatcions tax, ACt 1. 2t disposes of taxable Canadian 
property situated in Ontario" as prescribed by regulation. 
The definition of this term in Regulation 505 has been 
clarified to include the shares of Canadian federally 
incorporated companies having central management and control 
located in Ontario. This change is applicable for taxation 
years ending after 1980. 


NON-RESIDENT ENTERTAINMENT CORPORATIONS 
(Regulation 506 revoked) 


As announced in Information Bulletin Number 20-81 of 
June 1, 1981, non-resident entertainment corporations are not 
required to withhold and remit taxes in respect of 
performances given after May 19, 1981. Previous regulation 
506 relating to the timing of remittance payments and the 
filing of quarterly information reports has therefore been 
revoked. 


SMALL BUSINESS TAX CREDIT ON DEPRECIABLE PROPERTY - 
GOVERNMENT ASSISTANCE (Regulatton 508) 


Generally, a corporation is not required to deduct 
government assistance (e.g. tax credit, grant, subsidy) from 
the cost of depreciable assets purchased in determining the 
amount of the small business tax credit on depreciable 
property under section 35 of the Corporations Tax Act. The 
wording of regulation 508 has been clarified to render similar 
treatment where depreciable assets have been acquired by way 
of a lease with an option to purchase the property at an 
agreed price. This technical amendment is applicable with 
respect to assets acquired after April 22, 1980 and before 
Appa l 237, L982. 


CROSS REFERENCES 


The following table provides a cross-reference 
of the section numbers in Regulation 191/80, R.R.O., 1980, 
(as amended) to those of former Ontario Regulation 350/73. 


REG. Reg. Reg. REG. Reg. Req. 
191/80 3550/7) 3 ee bo U7 80 3 0 ae ae LOANS Oumes O7 es 
Section 101 PONE 3.0 7 407 325 424 
LO? 202 308 408 326 425 
LO3 203 309 409 32h 426 
104 204 B10 410 328 427 
106 206 Bac. 411 829 428 
107 207 eky, 412 DSi0) 429 
108 208 yh 413 401 601 
+09 Z09 314 4l13a 501 Om 
0 2150 Se5 414 502 702 
dal = 316 415 508 706 
sea, m= 31°) 416 504 714 
201 302 316 417 505 aug) 
S01 401 JEN) 418 a0. 729 
8/012 402 320 419 508 730 
303 403 sya 420 D09 = 
304 404 322 421 601 en Glu 
3105 405 329 422 602 802 
306 406 324 423 603 803 


TIME LIMIT FOR FILING NOTICE OF OBJECTION 


The Corporations Tax Act gives a taxpayer the right 
to protest an assessment. If you want to dispute the amount, 
the reason for the assessment or reassessment or parts of 
either, there are procedures for submitting a Notice of 
Objection. Your objection has to be filed within 90 days from 
the date the assessment or reassessment notice was mailed to 
you. The Notice of Objection must be completed in duplicate 
and sent by registered mail to the Minister. 


A taxpayer who fails to file a Notice of Objection 
within the 90 day limit has no legal recourse. If the Notice 
of Objection is filed within the time limit, the assessment or 
reassessment will be considered by the Tax Appeals Branch. 


Provisions of the Corporations Tax Act’ governing 
these procedures are contained in subsections 77(1) to (5); 
section 84, "and; subsections 85(1)) to, (3). ~~ Pledse refer sto 
these sections when filing an Objection. 


If you disagree with the decision of the Tax Appeals 
Branch, you may appeal to the Supreme Court of Ontario within 
90 days from the date the notice was mailed to you. 
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SUBJECT: Interest rate increased to 153 


INTEREST RATE (S. 72 and 75, Regulatton S. 714) 


The rate of interest payable on unpaid taxes and 
allowed on overpayments of tax is increased from 12% to 15%. 


This change will take effect from February 1, 1982. 
Tiescurrenterate ,ot 12% which isveffective from October |}, 
EYS0Gwilil applystom the period up to January 31, 1982. ‘The 
Parlier sratessOre6s) and 9% will) continue to apply forfperiods 
Meme COm oe oLember 30, 19:30 


we IMPACT ON TAXPAYER 


Most taxpayers pay their taxes on time so will not 
feel this change. Those who have overpaid will begin to 
receive more reasonable compensation for funds held by the 
Ministry. Those who fail to meet the due dates specified in 
BhesCOLrporatuonsmlaxeActL will bevlvable. fou the: additional 
interest. They should, therefore, try to make sure their 
taxes are paid on time in the proper amount. 


INFORMATION AVAILABLE 


Taxpayers affected by the change in interest rates 
May wish to contact the Corporations Tax Branch at the 
following address or telephone number: 


Accounts Correspondence Section 
12th Floor, 77 Bloor Street West 
TOrento, .Ontarro (416) 965-2948 


Taxpayers may also contact the Ministry of Revenue's 
multilingual Information Centre free of charge from anywhere 
IneOn tar Lo: 


In Metro Toronto - dial 965-8470 


In area code 807 - ask the operator for Zenith 
8-2000 


In all other areas - dial 1-800-268-7121 
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REVISED STATUTES OF ONTARIO 1980 fORY LIBRARY MATERIAL, 
CORPORATIONS TAX ACT 


INTRODUCTION 


The Revised Statutes of Ontario consolidate and 
revise all the statutes of the Province. Such consolidation 
takes place every 10 years. The previous enactments disappear 
and are replaced by those in the Revised Statutes. The 
Revised Statutes of Ontario 1980 (R.S.O. 1980) come into force 
on August 1, 1980. 


PRINCIPAL CHANGES 


The principal changes made in the current revision 
to the Corporations Tax Act are these: 
Pp oo 


a a 
a) ® The definite article "the?fsi ie dondex part Suauhe 
ELeClLe son the statute. — : . we 


@® The year of gate ES longer a part?of the proper 
tLe lesOtache Ace. ihe tisklenis now as\shown in the 
1980 revision. PSDs ce OUT 


ie es z 


hr ae 

@ Ontario has partly adopted the Federal system of 
references to, subsections, clauses, subclauses, etc. 
instead of referring togclause.a of subsection, | of 
SeCETOn el, the revision,now reters, to ~lause:ui1) (ay. 
The Province is still retaining the reference to 
clauses, subclauses and sub-subclauses rather than the 
federal reference to paragraphs, subparagraphs and 
clauses. 


@® The provisions of the consolidated statutes have been 
consecutively numbered or lettered, as the case may be, 
asS¥part jon the consolidation, and accordingly 
subsections that were numbered 2a to indicate that the 
subsection fell between subsections 2 and 3 are 
eliminated and given a sequential number. 


® As part of the revision, some changes have been made in 
the text of the statute, and outdated provisions have 
been dropped. 


® Consolidation of the Regulations, similar to the 
Revised Statutes of Ontario, 1980, 1s) Ctakinga places é 


CROSS REFERENCES 


The tol lowing, table provides «a ‘cross—referencemoe 
thevsection numbers in’ the Corporations Tax Act, Rib. O-eloa0r 
to the corresponding sections in The Corporations Tax Act, 
Oe ene 

Cross Reference Table 
The Corporations Tax Act, R.S.0. 1980, 


nD) 


to The Corporations Tax Act, 1972 


RerelOn sy, . CRWR As warm hes Says Wesabe ree ero Ol sO NAIEN. 


1980 1972 1980 1972 1980 1972 
Section 1 uf 35 36b 69 147 
p) 2 36 ey; 70 148 
3 S oui 38 wah 148a 
4 6 38 BY) 72 149 
5 7 39 40 We 150 
6 8 40 41 74 se RL 
7 9 ai 42 75 Ly? 
8 10 42 43 76 LSS 
9 a 43 44 Te 154 
10 i 44 45 78 ls35) 
ak 13a 45 46 79 156 
Wy 14 46 47 80 i 5yy/ § 
13 15 47 48 81 158 
14 16 48 48a 82 159 
15 iby, 49 49 83 160 
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COPIES OF ACT 


When consolidation of the statutes has been 
completed and printed, copies of the Corporations Tax Act 
together with the Regulations may be obtained for a fee from 


Ontario Government Bookstore 
880 Bay Street 
TOFOnEO, CON taro 


Sa Oy weiting directly co 


Ministry of Government Services 
Publications Centre, Mail Order 
Sth Loor 

880 Bay Street 

POFOnEO , OnLarro 
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Les bulletins sont disponibles en francais sur demande 4 la Direction de l’impdt sur jes corporations, 
Ministére du Revenu, CP 622, 33 King Street West, Oshawa, Ontario L1H 8H6 
Téléphone: Oshawa (416) 433-6500 ou Toronto 965-1160 poste 6500 ; 


RELOCATION TO OSHAWA 


The Corporations Tax Branch moves on the 21st of February, 
1983, to the 4th Floor of the new head office building of the Ministry 
of Revenue at 33 King Street West, Oshawa. All sections of the 
Branch are moving at this time to be operational at the new location 
from that date. The full postal address in Oshawa and local tele- 


phone numbers for various sections are set out on page 2. 


Do The general enquiry number in Oshawa is 433-6500. Cor- 
porations and their representatives may also use the Toronto general 
enquiry number 965-1160. Calls to this number will reach the central 
switchboard of the Ministry to be redirected to the appropriate num- 
ber within the Branch. 


ADDRESS: Ministry of Revenue 
Corporations Tax Branch 
Pr OL BOxeor? 
33 King Street West 
Oshawa, Ontario 


L1H 8H6 
SE CUELOIN PHONE NUMBER MANAGER 
(area code 416) 
TAX ROLE 433-6661 W. Holloway 
Cancellations 433-6662 R. Peoples 
New Companies 433-6663 J. Peirce 
Taxa RE VURNE CENTRE 
(Enquiries re Filing) 433-6691 P. Van Brugge 
ACCOUNTS 433-6706 K. Bone 
Accounts Enquiries 433-6707 J. Lindsay 
COMPLIANCE 433-6677 P Rust 
(Collections & Default) 
DESK AUDIT 433-6531 C. Amodeo 
Audit (General Enquiries) 433-6536 M. Kalm r 
FIELD AUDIT 433-6514 L. Heller 
433-6504 K. Siddiqi 

SENIOR OFFICERS 
DIRECTOR 433-6495 C. H. Townsend 
SENIOR MANAGER, 
OPERATIONS 433-6496 R. D. McAuley 
SENIOR MANAGER, 
AUDIT 433-6503 R. E. Hedmann 
SENIOR MANAGER, 
PLANNING 433-6592 D. P. Edwards 
MANAGER, 
OPERATIONS 433-6497 J. Kabot 
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Les bulletins sont disponibles en francais sur demande 4 la Direction de l’impét sur les corporations, 


Ministére du Revenu, CP 622, 33 King Street West, Oshawa, Ontario L1H 8H6 
Téléphone: Oshawa (416) 433-6500 ou Toronto 965-1160 poste 6500 


SUBJECT: Interest. rate decreased’ to. 12%. 


INTEREST RATE (S. 72 and 75, Regulation S. 504) 


The rate of interest payable on unpaid taxes and 
allowed on overpayments of tax is decreased from 15% to 12%. 


EFFECTIVE DATE 


This change will take effect from April 1, 1983. 
The current rate of 15% which is effective from February l, 
1982 will apply for the period up to March 31, 1983. The 
earlier 12% rate and the earlier rates of 6% and 9% will 
continue to apply for periods up to January 31, 1982. 


IMPACT ON TAXPAYER 


The new interest rate recognizes the general decline 
in market rates in recent months. Most taxpayers pay their 
taxes on time so will not be affected by this change. Those 
who fail to meet the due dates specified in the Corporations 
Tax Act will be liable for interest calculated at the new 
rate. Similarly, those who have overpaid will receive 
compensation at the new rate. 


MAY 1 2 1983 


“UA, . 
“Ey avy. 
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INFORMATION AVAILABLE 


Taxpayers affected by the change in interest rates 
may wish to contact the Corporations Tax Branch at the 
following address or telephone number: 


Corporationssvax Branch 

Accounts Enquiries 

PO BOX. O22 

4th Floor, 33 King Street West 

Oshawa, Ontario L1H 8H6 (416) -433-6707 


Taxpayers may also contact the Ministry of Revenue's general 
enquiry number in Oshawa: 433-6500 or use the Toronto general 
enquiry number: 965-1160. 


INTEREST ON ACCOUNTS PAYABLE TO SUPPLIERS 


Those firms which are suppliers of goods or services 
to Ontario Government ministries are advised that, effective 
April 1, 1983, the rate of interest payable by the government 
on accounts overdue beyond 30 days is reduced to 12%, from the 
present 15% per annum. 
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ONTARIO BUDGET 1983 


This Bulletin describes the impact on the Corporations Tax Act of the proposals of the Trea- 
surer of Ontario contained in the 1983 Budget released on May 10, 1983. Technical changes to the Cor- 
porations Tax Act included in the Bill to implement the Budget changes will be described in a later bul- 
letin. 


HIGHLIGHTS 


e INCOME TAX 


dD e EXTENSION OF INCOME TAX EXEMPTION FOR SMALL BUSINESS 
e INCOME TAX RATE INCREASE 
e FEDERAL LOSS CARRY OVER PROVISIONS TO BE PARALLELED 
e FEDERAL TREATMENT OF PERSONAL SERVICES BUSINESSES 
PARALLELED 


e CAPITAL TAX 
e TEMPORARY CAPITAL TAX RELIEF FOR “LOSS” CORPORATIONS 


INCOME TAX 
EXTENSION OF INCOME TAX EXEMPTION FOR SMALL BUSINESS - sections 33 and 70 


The two-year exemption from Ontario income tax for 
corporations eligible for the federal small business deduction 
under section 125(1) of the Income Tax Act (Canada) will be 
extended for one year. The original two-year program resulted 
from the implementation of 1982 Budget proposals and provided 
an exemption for each of two taxation years ending after May 
13, 1982 and before May 14, 1984.2. The. 1983 Budget proposes to 

a extend the exemption period for one year to May 13, 1985. 


Corporations that have claimed the federal small 
business deduction under section 125(1) will be entitled to an 
Ontario income tax credit that fully offsets the Ontario 
income tax otherwise payable on the income amount eligible for 
the federal small business deduction under section 125(1). 
Tiistwill apply for eachvof three taxation years endingweal term 
May 13, 1982 and before May 14, 1985. 


In determining instalment requirements for the first 
and second taxation years after the three year "holiday" 
period, corporations must base their instalments on tax 
otherwise payable as if they were entitled only to the 4% or 
5% small business tax credit (see comments below on increase 
from 4% to 5%) that would have been available in the absence 
of the small business tax exemption program. 


INCOME TAX RATE INCREASE - sections 12, 30, 31, 32, 33 and 40 


The general rate of corporate income tax will be 
gneneased. fromel4? (to. 15S efteceiverMay ll -elIos. se l.oG 
taxation years including May 10), 1983, thes taxwincreascawiue. 
be prorated on the basis of the number of days=aitern that 
date. 


Corporations carrying On non-Gqualityingsbusitmecss 
such as certain professional practices or providing managerial 
or administrative services to significant shareholders and 
entitled to a federal small business deduction under section 
P25) wor the Income Tax Acts (Canada)iewilt besallowecdmam 
increased small business tax credit of 5% (previously 43%). 
This change is consequential to the change in the basic rate 
Ont ieiebi<e 


FEDERAL LOSS CARRY OVER PROVISIONS TO BE PARALLELED - section 27 


The changes proposed in the federal budget of April 
19, 1983 to provide extended loss carry over rules will be 
paralleled for Ontario corporations tax purposes. Highlights 
of these proposals are as follows: 


Oo Non-capital losses be carried back three years and 
forward seven years (ten years forward for losses from 


farming or fishing) beginning with 1983 losses. This 
will be phased-in differently for different corpora- 
Eonisr, 


o Corporations eligible for the federal small 
business deduction under section 125 of the 
Income Tax Act (Canada) will be allowed the full 
three years back and seven years forward (ten 
years forward for losses from farming or fishing) 
commencing with 1983 losses. 


o Other corporations will be allowed only a two 
year carry-back for 1983 losses. 


o All corporations will receive the full three year back 
and seven year forward treatment (ten years forward 
for losses from farming or fishing) for non-capital 
losses arising in 1984 and subsequent taxation years. 


o Net capital losses arising in 1984 taxation years may 
be used to offset net taxable capital gains in the two 
preceding years. Net capital losses arising in 1985 
and subsequent taxation years may be carried back 
three years. An indefinite carry forward period 
remains for net-capital losses. 


o Enhanced carry-forward, carry-back rules for 
restricted farm losses arising in 1983 and subsequent 
taxation years will be phased-in as outlined above for 
non-capital losses from farming or fishing. 


FEDERAL TREATMENT OF PERSONAL SERVICES BUSINESSES PARALLELED 
- sections 1, 12 and 33 


Federal Bill C-139 which was given Royal Assent on 
March 30, 1983 made certain changes for corporations 
considered to be carrying on "personal services business". In 
general, a personal services business is a business carried on 
by a corporation formed by the incorporation of an individual 
(the "incorporated employee") who would otherwise be an 
employee of the entity to whom the services are provided. 
Where such arrangements exist, the federal changes generally 
Providey for: 


OURALD ULcCaceCnrOneLicen! mrecderaleCcOLrpDOLaLemracemOLabax 
(46%) on the income derived from a personal services 


business. The small business deductions of sections 
P25 eandeGlalje dosnoteapplyein, respectsof such 
income. 


o Limitation of the deductions allowable in arriving at 
the income from the personal services business. 
Generally, only salaries or wages and related benefits 
of the incorporated employee are deductible to the 
personal services corporation. 


Ontario is paralleling the above federal changes for 
Corporations providing such personal services effective for 
taxation years commencing after November 12, 1981. Income 
from a personal services business will be subject to the new 
basic income tax rate of 15% after May 10, 1983 as described 
above. The narrowing of deductions permissible in computing 
income from a personal services business as provided in 
section 18(1)(p) of the Income Tax Act (Canada) will also 
apply for Ontario purposes. 


CAPITAL TAX 
TEMPORARY CAPITAL TAX RELIEF FOR "LOSS" CORPORATIONS - section 61 


In lieu of capital tax under present rules, a "flat 
EaxcteOre> LUV widieapply tOmcoLrporations with taxable: paid-up 


capital between $1,000,000 and S27 0007000Mi £5 sine tnertaxar vcr 
year, the corporation has zero income or a loss for Ontario 
tax purposes before making deductions for the following: 


Capital cost allowances or terminal losses 

Deductions in respect of cumulative eligible capital 
Depletion allowances 

Resource allowances 

Inventory allowance 

Charitable donations, gifts to Her Majesty and gifts 
of Canadian cultural property 

o Losses of other years 

o Taxable dividends received or dividends received from 
foreign affiliates. 


(eo) (@) @) ©) ©) © 


This extension of the flatetax tor“ loss¥ecorpora. 
tions applies for each of two taxation years ending after May 
10, 1983 and before May 11, 1985. 


Care must be taken in applying the relief provision 
for loss corporations where the corporation is associated with 
other corporations or is a member of a partnership and is 
related to any other partnership member. In such cases, the 
aggregate taxable paid-up capital of the group of associated 
corporations must be compared to $2,000,000 to determine 
whether a particular "loss" corporation within the group 
Gualiviveseforsthe flatetax-: 


The following chart sets out the capital tax payable 
by any particular corporate member of an associated group 
taking into account the possibility that the flat tax may 
appiyato thatemembermifeinedeu!Occums QeUucar On, 


CAPITAL TAX PAYABLE BY CORPORATE MEMBER OF ASSOCIATED GROUP 


AGGREGATE TPUC OF ASSOCIATED GROUP 


Between $1M and $2M 


S50 si athnescorpomatronms 
TPUC=T Seles setnanwo oer: 
$100 in other cases. 


Greater than $2 


0.3% xeTPUC 
OLeene 
corporation. 


023353 "EPUC 
of the 
COLrporatton. 


O22? Saxe DEUGH oO baehe 
COrpoOration:. 


corporation's 
TPUC is less 


$100 in other 
cases. 


Chavactenisti1cssot 
Particular Corporation 


UMP eeyie aie 


M = $1,000,000 
TPUC a= "Taxable -Paid-up Capital 
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This Bulletin summarizes technical changes to the Corporations Tax Act resulting from Bill 38 
which received Royal Assent on June 6, 1983 and is in addition to the 1983 Budget changes described in 
earlier Information Bulletin Number 29-83 of May 10, 1983. 


TECHNICAL CHANGES 


e INCOME TAX 
e Continuance of Capital Gains and Other Reserves 
e Increase in Tax Rate — Consequential Changes 


¢ CAPITAL TAX 


e Unpaid Expense Accruals Included in Paid-up Capital 

e Loans and Advances From/To Governments 

e Clarification — ‘Other Surplus”, “Cost of Investments”, 
“Total Assets” 

e Investment Allowance — Loans and Advances to Exempt 
Corporations 

e Investment Allowance — Loans and Advances to Foreign 
Banks and Trust Corporations 


°¢ OTHER ITEMS 


e Refunds of Tax Instalments _ 

e Loss Carry-Backs — Amended Returns, Interest 
Calculations 

e Semi-Annual Revision of Interest Rates 

e Interest on Deficient Instalments 

e Change in Fiscal Periods 


LIBRARY 


INCOME TAX 


CONTINUANCE OF CAPITAL GAINS AND OTHER RESERVES - sections 13(la), 
16(ly and (la) 


Federal Bill C-139 given Royal Assent on March 30, 
1983 terminated the reserves for resource property 
dispositions and modified the reserves for deferred profits 
ana capital gains. Ontario has’ continued the” reserves 
avealtlable” prior to the passing, of, Bill C-139. 


INCREASE IN TAX RATE - CONSEQUENTIAL CHANGES 


The 1983 Ontario Budget increased the basic rate of 
corporate income tax from 14% to 15% effective May ll, 1983. 
(See Information Bulletin Number 29-83). 


The following consequential changes to the Act have 
been made as a result of the change in the basic rate. These 
changes apply on a pro-rata basis relative to the number of 
days in the taxation year before May ll, 1983 and after May 
10, 1983 as is the case with the change in the basic rate of 
tax. 


o Management Fees and Similar Payments to Non-residents or Related Persons 
- sections 12(6) and (6a) 


The fraction used to calculate the amount to be 
added to income in respect of management fees, rents, 
royalties, rights or similar payments to a non-resident person 
with whom the corporation was not dealing at arm's length or 
to a related person resident in Canada outside Ontario is 
decreased from 5/14 to 5/15. 


o Allocation — section 31 


The rate applied to taxable income earned ina 
jurisdiction other than Ontario is increased from 14% to 15%. 


o Ontario Foreign Tax Credit - section 32 


The upper limit for the Ontario foreign tax credit 
that may be claimed is increased from 14% to 15% of foreign 
investment income allocated to Ontario. 


o Mutual Fund Corporations - section 40 


The percentages and fractions stated in section 40 
which are used in calculating the refundable capital gains tax 
of a mutual fund corporation and which are based on the income 
tax rate are changed: 7% to 7.53 (secerom:40 (2) jane) 7 
times to 13 1/3 times (section 40(4)); 14% to 15% (section 
40(5)). 


Section 40(6) has been amended to clarify that only 
the Ontario portion of taxed capital gains will be added to 
the refundable capital gains tax on hand in years for which a 
portion of the corporation's taxable income has been earned in 
a jurisdiction @ttside Ontario. “This will make steclearsthat 
any future capital gains refunds will be limited to Ontario 
tax actually paid on capital gains. This applies to taxation 
yédms ending after 1971. 


CAPITAL TAX 


UNPAID EXPENSE ACCRUALS INCLUDED IN PAID-UP CAPITAL - section 54(2c) 


The Act has been amended to clarify the requirement 
to include accruals for management bonuses, salaries and other 
expenses and dividends declared in paid-up capital where such 
amounts are unpaid by the end of the year following the year 
in which the expense was accrued or the dividend declared. 


LOANS AND ADVANCES FROM/TO GOVERNMENTS - sections 53(1) and 54(1) 


The Act has been amended to make it clear that loans 
and advances from governments are included in paid-up capital 
and that loans and advances to governments qualify for the 
investment allowance. 


CLARIFICATION -— "ANY OTHER SURPLUS", "COST OF INVESTMENTS", "TOTAL ASSETS" 
- section 54(3) 


The Act has been amended to make it clear that 
amounts deducted in computing income for accounting purposes 
which are deductible for tax purposes will be included in any 
other surplus, cost of investments and total assets to the 
extent that they have not actually been deducted under Part 
LS ie 


INVESTMENT ALLOWANCE - LOANS AND ADVANCES TO EXEMPT CORPORATIONS 
- section 54(1) 


Shares and bonds of or loans and advances to 
corporations exempt from capital tax will NOT qualify for the 
investment allowance for taxation years of corporations 
holding such investments ending after May 10, 1983. 


INVESTMENT ALLOWANCE - LOANS AND ADVANCES TO FOREIGN BANKS AND TRUST 
CORPORATIONS - section 54(1) 


The Act has been amended to clarify that term deposits, 
certificates of deposit and other loans and advances issued by 
epLeorelonebank, of loan or trust) corporation do not quality «for 
the investment allowance unless issued for a term of 120 days 
or more and held for at least 120 days. The "120 day rule" 
also applies for term deposits and similar instruments issued 
by domestic corporations. 


REFUNDS OF TAX INSTALMENTS - section 75 (1b) 


The Minister may now make refunds of instalments 
before assessment of a corporation's return for the year if 
application therefor has been made in writing. The 
corporation may request all or a part of instalments paid for 
the year. Such a request will normally be made in situations 
where a corporation, having paid instalments for a few months 
Of a year, realizes it has overestimated its tax for the year. 
The Corporations Tax Branch may, in certain situations, 
require forecast financial statements in support of the 
application. The new procedure for obtaining refunds is 
effective June 6, 1983. 


LOSS CARRY-BACKS - AMENDED RETURNS, INTEREST CALCULATIONS 
- sections 72(6), 73(8) and 75(7) 


The 1983 Ontario Budget announced that Ontario will 
parallel federal loss carry-over rules (see Information 
Bulletin Number 29-83). 


Section 73(8) has been amended to enable the filing 
of an amended return with respect to the carry-back of losses 
from as many as three subsequent years. Sections 72(6) and 
75(7) which respectively prevent the necessity of 
re-calculating interest for underpayments and overpayments in 
loss carry-back situations have been amended to ensure that 
this practice continues under enhanced loss carry-back rules. 
These changes apply to re-assessments and interest calcula- 
tions for 1980 and subsequent taxation years with respect to 
losses for 1983 and subsequent taxation years. 


SEMI-ANNUAL REVISION OF INTEREST RATES - section 100(1), Reg. 504 


The interest rate to be used in all calculations of 
interest on overpayments and underpayments for purposes obmihe 
Act will be reviewed semi-annually on each April lst and 
October lst. The rate effective on each adjustment date will 
be determined by a formula prescribed within Regulation 504. 
The formula calculation specifies that the new rate is the 
mean of the prime rates of the Royal Bank of Canada, the Bank 
of Nova Scotia, the Canadian Imperial Bank of Commerce, the 
Bank of Montreal and the Toronto-Dominion Bank rounded to the 
nearest whole percentage point. Where the adjustment date is 
April lst, the rate calculation is based on prime rates in 
effect on the preceding January 15th. Where the adjustment 
date is October lst, the calculation of the new rate is based 
on prime rates in effect on the preceding July 15th. sEBach 
newly calculated rate will be published in the Ontario Gazette 
published next after the coming into effect of the new rate. 


The interest rate determination by formula will 
apply for calculations of interest with respect to periods 
ending after March 31, 1983. As noted in Information Bulletin 
Number 28-83, 12% is the rate of interest effective Aprilyay 
£983; 


INTEREST ON DEFICIENT INSTALMENTS - section ou Sai) 


Where a corporation files a return without complete 
information, such as financial statements, required by section 
67(2), any interest on deficient instalments will be based on 
the tax payable as re-assessed rather than on tax payable as 
initially assessed. This will apply with respect to interest 
calculations for taxation years ending after May 10, 1983 
where the tax as re-assessed is greater than that initially 
assessed. 


CHANGE IN FISCAL PERIODS - section l 


Approval of the Minister of National Revenue 
(Canada) will be considered sufficient for purposes of the 
Corporations Tax Act for year end changes approved bysthak 
Minister after June 30, 1983. Separate approval from the 
Minister of Revenue (Ontario) will no longer be required. 
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ONTARIO BUDGET 1984 


This Bulletin describes the effect on the Corporations Tax Act of the proposals of the Treasurer of On- 
tario contained in the 1984 Budget released on May 15, 1984. Technical changes to the Corporations Tax Act 
(CTA) included in Bill 72 implementing the Budget changes are described in Information Bulletin Number 
2735. 


EXEMPTION FOR NEW CORPORATIONS 


THREE YEAR INCOME TAX EXEMPTION FOR NEW QUALIFYING. CORPORATIONS - 
Sections. c/..oo...s0a, and. _/0 


INTRODUCTION 


The income tax holiday for small business described 
in the 1983 Budget (see Information Bulletin Number 29-83 
dated May 10, 1983) will expire as scheduled on May 13, 1985. 
For taxation years ending after May 13, 1985, there will be an 
income tax exemption for new qualifying corporations for a 
maximum of their first 3 years. Under this program, Canadian 
controlled private corporations incorporated after May 13, 
1982 will be exempt from Ontario income tax on the Ontario 
portion of their first $200,000 of active business income. 
This program will encourage and assist new business ventures 
in this province. New corporations which did not have three 
taxation years before May 14, 1985 will qualify. However, a 
corporation will not be entitled to more than three years of 
exemption in total where it has claimed exemption under the 
original holiday program in certain years and under the tax 
exemption for new qualifying corporations in later years. For 
example, a corporation with its first two taxation years 
ending before May 14, 1985 would only be able to claim 
exemption for its third taxation year under this program, 
since its first and second taxation years were eligible under 
the holiday program. 


BLIGIBIE ITY 


A corporation will qualify for the three year income 
tax exemption for new qualifying corporations for a taxation 
yVeareifeall.or the following criteriva aremmet. 


Oo 


the corporation was incorporated after May 13, 
US 27 


the year is the first, second or third 
taxation year of the corporation and ends 
after May 13, 1985, 


the corporation is eligible tosclaimeandshas 
claimed a deduction under subsection 125(1) of 
the Income Tax Act (Canada) (ITA). 


A COrporationwwil Wenotequaluty fet eoreany 
predecessor corporation within the meaning of section 87 of 
the ITA, at’ anytime since si ts incorporation 


O 


ie) 


Was related to any other corporation, 


carried ‘on “a Ynon=qualafying business jain 
Canada within the meaning of paragraph 
125 (6) (Gb) Sole thest TA 


carried on an active business by reason of 
being a member of a partnership, 


was a beneficiary of a trust, 


Carried on an active business by reason of 
being a co-venturer in a joint venture with 
another corporation, or 


has carried on an active business by reason of 
having acquired property from a vendor 
corporation in respect of which, it, any of 
its shareholders, or any persons related to it 
or its shareholders owned at any time more 
than 10 per cent of any class of capital stock 
of the vendor. 


For example, incorporation of existing 
proprietorship or partnership businesses, where the 
shareholders have a minimal ownership interest in an existing 
corporation will qualify. Also, a corporation newly formed by 
an employee of a second corporation to acquire property of the 
second corporation will qualify providing the employee does 
not own more than 10% of any class of the capital stock of the 
second corporation. 


¢ 


MECHANICS 


The three year income tax exemption for new 
qualifying corporations will take the form Ofidgloe taxecreait 
based on the least of the amounts determined under paragraphs 
i541) (aye (b>), (c)e and (d)"of the ITA® Forpthe purposes ope 
applying paragraph 125(1) (b) of the ITA, the corporation's 
taxable income for the year under the ITA is adjusted to 
incorporate losses deducted in the year for Ontario instead of 
losses deducted for federal income tax purposes. That is, the 
corporation's taxable income under the ITA is deemed to be; 


Taxable income for the year for the 
purposes’ of the ITA 


+ 


Losses deducted under s.11l ITA for 
the purpose of computing taxable income 
under the ITA 


Losses deducted under s.27 CTA for the 
purpose of computing taxable income 
under the CTA 


This adjustment of the paragraph 125(1) (b) amount 
for Ontario purposes applies not only to the three year income 
tax exemption for new qualifying corporations (s.33a) but also 
in the computation of the following Ontario tax credits for 
taxation years ending after May 15, 1984; 


fe) the 5% incentive deduction for small business 
(Ss ojala) 
e) the 15% tax credit under the three year tax 


holiday program introduced by the 1983 Budget 
(Seo )e(b ie 


fe) the 1% tax credit for manufacturing and 
processing profits (s.34) 


INSTALMENTS 


Corporations will be required to pay instalments for 
the taxation years immediately following the exempt period 
calculated on the basis of a 5% rather than a 15% tax credit 
in earlier years. Instalments will be required only where the 
recalculated tax for the previous year and the estimated tax 
for the current year are $2,000 or more. 


INFORMATION 


For further information pertainingete, thesitineemyes., 
income tax exemption for new qualifying corporations contact 
the Tax Specialists' section of the Corporations Tax Branch 


eluene 


33 King Street West 

Oshawa, Ontario 

Telephone: (41.6) 433 65-03 
Torontoshane:s 965-5160. Ext moods 
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This Bulletin summarizes technical changes to the Corporations Tax Act included in Bill 
72 implementing the 1984 Budget changes. The Budget changes are described in Informa- 
tion Bulletin Number 2734. 


TECHNICAL CHANGES 


¢ INCOME TAX 


¢ Loss Carry Overs of Corporations Claiming 15% Small 
Business Tax Credits 


¢ Scientific Research Expenditures Renounced Federally 


¢ Reductions of Cost for Federal Share Purchase and Scientific 
Research Tax Credits 


e Unused Federal Share Purchase and Scientific Research Tax 


Credits 

¢ Deduction for Interest Charged — Upward Adjustments of 
Tax 

* Paralleling Recent Federal Provisions — Joint Exploration 
Corporations 


¢ Calculation of Manufacturing and Processing Profits Tax 
Credit — Income from Non-Qualifying Business 


¢ CAPITAL TAX 


¢ Clarification — Taxable Paid-up Capital of Associated 
Corporations 


¢ OTHER ITEMS 


¢ Paralleling Recent Federal Changes to Garnishment 
Provisions 


Paralleling Federal Provisions — Liquidators, Receivers, 
Receiver — Managers 


Extended Period for Issuing Re-assessments 
Extended Period for Filing Notices of Objection 
Notice on Distribution of Assets 


INCOME TAX 


LOSS CARRY OVERS - CORPORATIONS CLAIMING 15% SMALL BUSINESS TAX CREDITS - 
sections 27(5) and (6) 


Extended loss carry over periods were announced in 
the Treasurer's 1983 Budget proposals. These are described in 
Information Bulletin Number 29-83 dated May 10, 1983. 
Generally, the Corporations Tax Act (CTA) parallels the rules 
of section 111 of the Income Tax Act (Canada) (ITA) pertaining 
to the carryover of losses. Further, the CTA generally adopts 
the rules contained in subsection 111(3) of the ITA applicable 
with respect to the computation of taxable income and 
determination of losses for the 1983 and subsequent taxation 
years. In computing taxable income for a particular year, 
these rules give a corporation the choice of deducting a loss 
aLising in. an Garlier year or of deferring Sit tora: ucuge 
year. 

Under the three-year tax holiday program for small ° 
businesses introduced in 1982 it was provided that where a 
loss can be applied against income in an exempt year it will 
not be deductible in a subsequent year. This policy will be 
continued by means of an amendment to the loss rules as 
adopted for Ontario purposes. Therefore, any corporation 
which has claimed the 15% tax credit under the tax holiday 
program will not be able to deduct in subsequent years any 
losses which are otherwise deductible from income in an exempt 
year, notwithstanding the choice in application of losses 
otherwise available. 


In addition, this exceptionm@to the choreeuineloce 
applications will also apply to corporations claiming the 15% 
tax credit under the new program for newly qualifying 
corporations announced in the May 15, 1984 Ontario Budget. 


SCIENTIFIC RESEARCH EXPENDITURES RENOUNCED FEDERALLY - section 12(11) 


A corporation may generate a refund of federal Part 
VIII tax payable by it in respect of scientific research tax 
credits to which its investors are entitled by "renouncing" 
the otherwise deductible scientific research expenditures. 
Renounced expenditures of this type will not be deductible 
from income for Ontario purposes. 


REDUCTIONS OF COST FOR FEDERAL SHARE PURCHASE AND SCIENTIFIC 
RESEARCH TAX CREDITS - section 1(2), 12(13) and 13(6) 


Where an investor corporation is entitled federally 
either to a share purchase tax credit in respect of a share or 


a scientific research tax credit in respect of a share, debt 
obligation or right, the cost of the investment must be 
reduced by the amount of the credit which the corporation may 
claim. Where such a credit exceeds the cost of the investment 
otherwise determined, the excess is a capital gain or income 
gain depending on the nature of the investment. These federal 
cost adjustments will be adopted for purposes of Ontario 
corporations tax, 


UNUSED FEDERAL SHARE PURCHASE AND SCIENTIFIC RESEARCH TAX CREDITS - 
section 13(1) 


SUubSseCelOnes so (7) anda(S)5ot the ITA provide that 
unused share purchase and scientific research tax credits not 
carried back to reduce tax payable for the year preceding that 
in which the credits arise are deemed to be capital losses for 
the year following that in which they arise. 


Such losses may not be claimed for Ontario purposes. 
Share purchase and scientific research tax credits are federal 
credits not deductible in arriving at Ontario tax payable. 
Unused credits do not have any bearing on the computation of 
ancome for Ontario fCax purposes. 


DEDUCTION FOR INTEREST CHARGED - UPWARD ADJUSTMENTS OF TAX - section 
12(12) 


Where a corporation has repaid interest previously 
credited to it in respect of an overpayment of tax levied 
under a federal or provincial statute that imposes a tax on 
income, the interest will be deductible to the extent that it 
was previously included in income. This applies for interest 
repayments after April 19, 1983. 


PARALLELING RECENT FEDERAL PROVISIONS - JOINT EXPLORATION CORPORATIONS - 
section 18(6a) 


Subsection 66(10.4) was recently added to the ITA by 
Bill C-2 which received Royal Assent on January 19, 1984. 
This subsection adds rules for the computation of the adjusted 
cost base of capital property or the cost of property other 
than capital property where the property was received by a 
shareholder corporation of a joint exploration corporation 
from the latter as consideration for a payment or loan made to 
it for the purpose of incurring Canadian development, Canadian 
exploration or Canadian oil and gas property expenses 
("resource expenses"). Essentially, the rules provide that 
the adjusted cost base of capital property or the cost of 
other property is reduced by the amount of any resource 
expenses subsequently renounced to the shareholder corporation 
by the joint exploration corporation in respect of the payment 
OLvloan. 


ThesCTA will be amended to parallel the’ rules of 
subsection 66(10.4) ITA. This will apply to resource expenses 


incurred by a joint exploration corporation after March 16, 
1983 other than any such expenses incurred after March 16, 
1983 and before October 1, 1984 in respect of which payment or 
loan arrangements evidenced in writing were made before that 
date.) The CTA already parallels the other ITA provisivons 
pertaining to joint exploration corporations. 


CALCULATION OF MANUFACTURING AND PROCESSING PROFITS TAX CREDIT - INCOME 
FROM NON-QUALIFYING BUSINESS - section 34 


in-determining protLlts eligibles tor thes |e.0ntarmiec 
manufacturing and processing profits tax credit, any amount 
qualifying for the federal small business deduction under 
subsection 125(1.1) ITA must be deducted. This) will) ensure 
that a non-qualifying business claims only a 5S tax creditean 
respect or Tts income: under isubsecte10n 25> (a1) ee TAP andeamee 
tax credit on any additional income which qualifies for the 
manufacturing and processing profits tax credit. This change 
applies for taxation years commencing after 1979 in respect of 
corporations in existence on October 23, 1979 and to taxation 
years commencing after October 23, 1979 in other cases. The 
term "non-qualifying business" is currently defined in 
Dalragrapnel25(6) (£) LTA. 


CAPITAL TAX 


CLARIFICATION - TAXABLE PAID-UP CAPITAL OF ASSOCIATED CORPORATIONS - 
section 61(3) 


Where a corporation is associated with other 
corporations it will qualify for a reduced rate of capital tax 
only if the aggregate of its taxable paid-up capital and the 
taxable paid-up capitals of the corporations wilh woecns cans 
associated does not exceed $1,000,000. 


The CTA will be amended to clarify that the taxable 
paid-up capital of any associated corporation is relevant to 
the determination of a reduced rate of tax for the’ taxpaver 
corporation. and that it will be calculated under the basic 
computational rules of Division Bok Part. Ifivot the CrAveyen 
where the associated corporation is not subject to tax under 
the CYAT* =This"1s errective May 20, eLJ30. 


OTHER ITEMS 


PARALLELING RECENT FEDERAL CHANGES TO GARNISHMENT PROVISIONS - sections 
93(1), (1a), (1b), (3) and (3a) 


Where a person ("third party") is or is about to 
become indebted to a corporation liable to make a payment 
under the CTA, the Minister may, by registered letter or 
demand served personally, require that third party to pay the 
moneys otherwise payable to the corporation to the Treasurer 
On account Of the corporation's liability under the CTA: 


In adopting federal garnishment provisions, the CTA 
will provide for: 


o attachment to third party moneys where the 
Minister has knowledge or suspects that the third 
Paclyawi li awithinesUedays, bes ltable to the 
corporation owing tax 


o attachment to loans or advances to be made by a 
financial institution to the corporation owing 
the tax, to payments by such an institution on 
behalf of the corporation, or tO payments in 
respect of a negotiable instrument issued by a 
corporation where the corporation has granted 
SeClirury pcOmENemINStycULTONs Ing respect (Of 
indebtedness 


© continuing garnishment in respect of periodic 
payments such as interest, rent, remuneration, 
dividends or annuity payments for which specific 
garnishment of each payment is currently 
required. 


These changes will be effective on the date of Royal 
Assent to the Bill. 


PARALLELING FEDERAL PROVISIONS - LIQUIDATORS, RECEIVERS, RECEIVER-MANAGERS 
- sections 95a(1), (2) and (3) 


Bvery liquidator, receiver, recelver—-manager Or 
other like person required by subsection 67(3) CTA to file a 
return for a corporation for a taxation year will be required 
to pay all taxes, interest and penalties owing by the 
corporation for the year to the extent that he has or had, at 
any time since the taxation year, property of the corporation 
Mncer nmieecontrol. Berore distributing any property of the 
corporation, any such person must obtain a certificate from 
the Minister stating sthatyally amounts owing,under the CTA by 
the corporation which are chargeable against or payable out of 
the property ,of,the corporation have been paid or that 
security for payment of amounts owing acceptable to the 
Minister has been given under section 94a CTA. Failure to 
obtain the certificate will render the liquidator personally 
liable for the taxes, interest and penalties owed by the 
corporation. These changes are effective on the date of Royal 
Assent to the Bill. 


EXTENDED PERIOD FOR ISSUING RE-ASSESSMENTS - sections 73(7)(b) and (c), 
77(5) and 85(4) 


The CTA will be amended to enable re-assessment of a 
taxation year within 8 years from »the date of maiting a notice 
of original assessment for the year where a subsequent year's 
loss has been carried-back and deducted in arriving at taxable 
income for the year. The current 6 year time limit for 


issuing re-assessments will continue to apply in other 
situations. 


This change is consequential to the extended loss 
carry-back rules announced in the 1983 Budget (see Information 
Bulletin Number 29-83 dated May 10, 1983) and applies to 
re-assessments issued after April 19, 1983. 


EXTENDED PERIOD FOR FILING NOTICES OF OBJECTION - sections 77(1) and 84 


A corporation wishing to object to an assessment 
will be able to do so by filing a notice of objection within 
180-days from the day or mailing  obsthesacsessment. 
Currently, a time period Of 90Rdays applics ems hUuLrtener, etic 
time, for filing a notice Ofsobyectitonsmeaysbesextended = oymure 
Minister upon written application therefor within 1 year from 
the day of mailing the assessment. Currently, an application 
for extension must be made within 90 days from the date of 
mailing the assessment. These changes apply to assessments 
issued after February 14, 1984. 


NOTICE ON DISTRIBUTION OF ASSETS - section 96(1) 


Where a corporation has failed to pay taxes, 
interest or penalties for more than three years From the) date 
of mailing the notice of assessment, no person may sell any 
capital assets of the corporation without giving written 
notice by registered letter to the Minister not less than 10 
days before the date of the sale. This requirement will 
continue but will apply to any property of the corporation not 
merely Capital property, The change) is eriective om thesdave ¢ 
Of Royal Assent) to the Bali. 
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Subject: Three Year Income Tax Holiday for Small 
Business - Effect of the Federal Budget Changes 


INTRODUCTION 


The three year income tax holiday for small business 
introduced in the 1982 Ontario Budget and extended for one 
year in the 1983 Budget is due to expire on May 14, 1985, 
This Bulletin clarifies the effect of changes made to the 
federal small business rules by federal Bill C-7 on the 
Ontario tax holiday for its remaining five months period, i.e. 
for taxation years ending between January 1, 1985 and May 14, 
VIS. lt els) intendedeto: make taxpayers aware of the 
province's policy in this matter so that theyecans c1ie. their 

eo tax returns and arrange their affairs according ly. 


SIGNIFICANT CHANGES INTRODUCED BY BILL C-7 


Federal Bill C-7 introduced significant changes to 
the definition of "small business" and eligibility, tor thes low 
25% federal small business tax rate. It eliminated the 
cumulative deduction account so that all Canadian controlled 
private corporations now qualify for the 25% federal tax rate 
on their first $200,000 of active business income. ltealso 
removed the "non-qualifying business" category so that these 
corporations now qualify for a 25% tax rate instead of the 
Shey Cee 


EFFECT ON THE THREE YEAR INCOME TAX HOLIDAY 


When Ontario's small business tax holiday was 
introduced, it was designed to provide a benefit only to those 
corporations eligible for the federal section 125, (1) 
deduction. Therefore, eligibility for the three year tax 
holiday was based on eligibility for the federal small 
business deduction under section 125(1) of the Income Tax Act 
(Canada) as those rules stood prior to Bill C-7. The changes 
in the federal rules therefore brought under section 125(1) a 
number of corporations which were not intended to qualify for 

4 Ene taxeholiday. 


In order to retain the, original policy intentectsene 
program, section 33 of the Corporations Tax Act will be 
amended to exclude from eligibility the additional 
corporations brought under section 125(1) of the Income Tax 
Act (Canada). This will be done by means of a Bill to be 
introduced soon after the Ontario legislature reconvenes. 


As a result, f0m taxatlon) years endiIngscl .Omed pear 
January 1, 1985 and before May 14, 1985 the following types of 
corporations will not qualify for the three year tax holiday 
even though they qualify for stne stederal small business rate 
because of the simplification measures contained in Bill C-7: 


® Canadian-controlled private corporations with cumulative 
deduction account over $1 million, 


e Small business corporations which were previously eligible 
for the federal tax credit under subsection 125(1.1) of 
the Income Tax Act (Canada), that is, professional, 


personal service and management corporations, and 


@ Other corporations qualifying as small business because of 
thes sbrllecy «changes. 


ENTERPRISE ONTARIO ANNOUNCEMENT - MARCH 22, 1985 


Details relating to the March 22, 1985 announcement on the 
extension of the small business tax holiday beyond May 13, 
1985, the new profits distribution tax and the three-year 
income tax exemption for start-up firms will be provided in a 
subsequent Bulletin. 


TAXPAYER ENQUIRIES 


Taxpayers who require further clarification of matters 
discussed in this Bulletin can contact the Tax Specialists 
section of the Corporations Tax Branch at: 


33 King Street West 

Oshawa, Ontario 

L1H 8H6 

Telephone: (416) 433-6513 
Toronto Line: 965-1160 Ext. 6513 
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ONTARIO BUDGET 1985 


This Bulletin describes the effect on the Corporations Tax Act of the proposals of the Treasurer of 
Ontario contained in the 1985 Budget released on October 24, 1985. Technical changes to the Corporations 
Tax Act included in Bill 45, the bill implementing the Budget changes, and amendments outlining the non- 
filing of returns for special small corporations are described in Information Bulletin. Number 2738. 


HIGHLIGHTS 


FEDERAL HALF-YEAR CCA RULES PARALLELED 

INCOME TAX RATE INCREASE 

SMALL BUSINESS SIMPLIFICATION 

SMALL BUSINESS TAX HOLIDAY iF 3 

ADD-BACK OF 5/15.5 — MANAGEMENT FEES AND SIMILAR PAYMENTS:TO NON-RESIDENTS 
3% INVENTORY ALLOWANCE DISCONTINUED 


i) FEDERAL HALF-YEAR CCA RULES PARALLELED 


The federal rule allowing one-half maximum CCA in the year an asset is acquired will be paralleled for 
assets acquired after October 24, 1985. The transitional rules utilized at the time the rule was introduced federally 
will similarly be adopted as part of this measure. Under these transitional rules: 


e The half-year rule will not apply for property acquired after October 24, 1985 and before 1987 if the tax- 
payer was obligated to acquire it under terms of a written agreement entered into before October 25, 1985 
or where certain other specified arrangements were undertaken prior to that date. 


e The half-year rule will also not apply where the taxpayer acquired the property from a person with whom 
he was not dealing at arm’s length or in certain "tax rollover” transactions (for example, amalgamations 
and winding-ups) and where the property was held continously by that person for a specified period of 
time. 


INCOME TAX RATE INCREASE - sections 12, 30, 31, 32, 33, 33a, 40 


The general rate of corporate income tax will be increased from 15% to 15.5% effective December 19, 
1985. For taxation years ending after December 18, 1985, the tax increase will be prorated on the basis of the 
number of days after that date. 

The effective 14% rate applicable to profits from manufacturing and processing, mining, farming, fishing 
and logging will be increased to 14.5%. The basic tax rate for small business will remain at 10%. 


SMALL BUSINESS SIMPLIFICATION — sections 33, 33a, 34, 70 


The federal small business simplification measures now contained in the Income Tax Act (Canada) will be 
paralleled for 1985 and subsequent taxation years (see exception below under "Small Business Tax Holiday”). 
The 10% small business rate will apply to corporations qualifying as small businesses under the new federal rules, 

4) unless they qualify for a lesser rate under the new enterprise incentive provided by section 33a. 

Where a corporation is a Canadian-controlled private corporation throughout the year and had taxable in- 
come of less than $200,000 for the preceding taxation year, it will be required to pay its balance of tax within three 
months of its taxation year-end. Where the preceding taxation year is less than 51 weeks, this rule will be applied 
with $200,000 replaced by $200,000 x # days in previous year/365. Other corporations will be required to pay the 
balance of tax within two months of their taxation year-ends. This change is effective for taxation years ending 
after December 18, 1985. 


SMALL BUSINESS TAX HOLIDAY — section 33 


This section of the bulletin applies to taxation year-ends of corporations ending after December 31, 1984 
and before May 14, 1985 that newly qualify as small businesses for purposes of the Income Tax Act (Canada) 
as a result of federal Bill C-7 simplification measures. These measures discontinued the cumulative deduction 
account (CDA) and eliminated the “non-qualifying business” category. Such corporations cannot claim the three 
year tax holiday for small businesses. Refer to Corporations Tax Branch Information Bulletin Number 2736 of 
April, 1985 for more details. However, as demonstrated in the following example, some corporations may qualify 
for the tax holiday on a portion of their income and the 10% rate on the remainder of the income qualifying for 
the federal small business rate. 


Example: Canadian-Controlled Private Corporation with year-end January 31, 1985. CDA at the end 
of the previous year $920,000. 


Federal and Ontario taxable 
income $ 225,000. 
Tax thereon @15% 93 SEL 7AO. 


Less: Small business deduction 
(a) Amount eligible for 15% Tax Credit (Tax Holiday) 


(Federal S.125 rules as at December 31, 1984 as 
if they applied to the whole year) 


Least of: 
ile Total business limit $ 1,000,000 
CDA 920,000 
$ 80,000 
2, Annual limit $ 200,000 
oF Federal taxable 
income $ 225,000 
4. Active Business 
Income $ 225,000 
Tax credit 
thereon $80,000 x 15% (12,000) 


(b) Amount eligible for 5% Tax Credit (Federal S.125 rules 
applicable to 1985 and subsequent years) 


Least of 2, 3 and 4 $ 200,000 
Less: Amount eligible 
for Tax Holiday 80,000 
$ 120,000 
Credit $120,000 x 5% (6,000) 
Total Income Tax Payable $9 215;750 


A schedule in this form should be attached to your tax return if you are claiming a credit under this section 
for taxation years ending after December 31, 1984 and before May 14, 1985. 


e 


é 


ADD-BACK OF 5/15.5 — MANAGEMENT FEES AND SIMILAR PAYMENTS TO NON-RESIDENTS -— section 12 


The requirement that a corporation add back to its income, a fraction of the amount paid with respect to 
management fees, rents, royalties or similar payments to a non-resident not dealing at arm’s length with the 
corporation will no longer depend on whether the amount has been subjected to withholding tax imposed by the 
Income Tax Act (Canada). Management fees, rents, royalties or similar payments will not include those items spe- 
cifically excluded under paragraph 212(1)(d) or subsection 212(4) of the Income Tax Act (Canada). The new basis 
for the add - back will apply to all such payments deducted in computing income for 1985 and subsequent years. 


The fraction used in the add - back is 5/15ths for payments made in taxation years ending before 
December 19, 1985. Consequential on the increase in the general tax rate to 15.5%, a proration of the add-back 
will be required for taxation years ending after December 18, 1985 as follows: 


Total Add-Back = 


Payments deducted ye wal) x # of days in taxation year before Dec.19/85 
during year 15 # of days in taxation year 


-- 


Payments deducted x_5 x _ # of days in taxation year after Dec.18/85 
during year 15:5 # of days in taxation year 


The add-back will not apply if the non-resident recipient has included the payment in taxable income earned 
in Canada. Formerly this exclusion only applied with respect to rent or royalty type payments. 


The amendment also introduces an anti-avoidance provision that will enable the Minister to apply the add- 
back in situations where the taxpayer has entered into an arrangement to circumvent its application. 


3% INVENTORY ALLOWANCE DISCONTINUED - section 12 


The 3% inventory allowance will no longer be allowed as a deduction from income. This will apply for taxa- 
tion years ending after December 18, 1985. For taxation years including December 18, 1985 there will be a pro- 
rata allowance of the deduction based on the number of days in the taxation year up to December 18, 1985 and 
including that date. 


INFORMATION 
ENQUIRIES 


For further information on matters contained in this Bulletin, contact the Tax Specialists’ section of the Cor- 
porations Tax Branch at: 


33 King Street West 

Oshawa, Ontario 

L1H 8H6 

Telephone: (416) 433-6513 
Toronto Line: 965-1160 Ext.6513 


TAX RETURN FORMS AND PAYMENTS 


Metro Toronto residents can visit the Ministry’s Public Enquiry Centre at 50 Grosvenor Street. The Centre 
provides Corporation Tax Returns and accepts Corporation Tax payments at : 


Toronto Public Enquiry Centre 
50 Grosvenor Street 


(one block south of Wellesley, West of Bay Street) 


Met, Corporations 2 
Cventa Tax Branch f alive rm at | Oo Nn 
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This Bulletin describes the rules relating to the exemption from filing returns of Special Small Corporations 
and summarizes technical changes to the Corporations Tax Act ("CTA”) included in Bill 45 implementing the 1985 
Budget changes. The Budget changes are described in Information Bulletin Number. 2737. 


TECHNICAL CHANGES 


e SPECIAL SMALL CORPORATIONS 


¢ Exemption from Filing Returns ee 


ge INCOME TAX 7 of Toro 
* Clarification of Deemed Deductions Taken When a Corporation Becomes Subject to Corpora- 
tions Tax 


¢ Offshore Investment Funds 
¢ Non-resident Royalties and Timber Royalties 
¢ Non-resident Capital Gains Calculations 
i) ¢ Banks — Foreign Tax Credit Modifications 
¢ Paralleling Federal Tax Credit Calculations for Credit Unions 
¢ Increase in Tax Rate — Consequential Changes 


e CAPITAL TAX 
¢ Family Farm and Fishing Corporations 
¢ Surplus Adjustments - Banks and Loan and Trust Corporations 


¢ OTHER ITEMS 
e Date of Receipt of Returns and Remittances 
e Revocation of Waivers 
¢ Reminder — Instalments Required for Taxation Years After the Tax Holiday 


SPECIAL SMALL CORPORATIONS 


EXEMPTION FROM FILING RETURNS - sections 1, 67, 70, 72, 73, 75 


A corporation that is a defined "special small corporation” for a taxation year will not be required to file a 
CT23 tax return for the year. This will apply for taxation years ending after March 31, 1986. 


A corporation will qualify as a special small corporation for a taxation year if all of the following conditions 
are met: 


1) It was a Canadian-controlled private corporation throughout the taxation year. 

2) It has filed a return under Part I of the Income Tax Act (Canada) for the taxation year. 

3) Gross revenue for the taxation year is less than $1,000,000. 

4) Total assets at the end of the taxation year as determined for capital tax purposes are less than $1,000,000. 
8) 5) It has no taxable income for the taxation year and capital tax for the year does not exceed $100. 


Banks, loan and trust corporations and insurance corporations will not qualify as special small corporations. 


A special small corporation will pay its balance of tax owing before the end of the 3rd month following the end 
of the fiscal year. An assessment will be issued based upon receipt of payment. 


INCOME TAX 


CLARIFICATION OF DEEMED DEDUCTIONS TAKEN WHEN A CORPORATION BECOMES SUBJECT TO COR- 
PORATIONS TAX — section 9 

The amendments clarify that amounts such as charitable donations and losses deducted in computing a 
corporation’s taxable income for federal income tax purposes for years when it was not liable for Ontario tax, are 
considered to have been deducted as well for Ontario purposes in those years. The amendment seeks to prevent 
cases where a corporation operating in another jurisdiction extends its operations into Ontario and seeks to de- 
duct from Ontario income amounts it deducted in computing federal taxable income in past years. This clarifica- 
tion is effective for 1983 and subsequent taxation years and for pre-1983 taxation years with respect to losses 
determined for 1983 and subsequent taxation years which are carried back to such years. 


OFFSHORE INVESTMENT FUNDS - section 24 


Ontario will parallel the federal anti-avoidance provision designed to prevent tax deferral with respect to in- 
come from an investment in an offshore investment fund. Where a taxpayer invests in a share or debt of a non- 
resident entity called an "offshore investment fund property” which derives its value from portfolio investments 
of that entity, the taxpayer will be required to include in income an amount calculated with respect to the "desig- 
nated cost” of the offshore investment fund property if one of the main reasons for the investment was deferral 
of tax. (Income Inclusion calculation: Designated Cost x Federal Designated Interest Rate). 

This change is effective after 1985 where an interest in an offshore investment fund property was held by 
the taxpayer on February 15, 1984 and after 1984 in any other case. 


NON-RESIDENT ROYALTIES AND TIMBER ROYALTIES —section 29 


The CTA has been amended to clarify that royalties, timber royalties and similar payments received by a 
non-resident corporation should be included in computing its taxable income earned in Canada. This change is 
effective for taxation years ending after December 31, 1984. 


NON-RESIDENT CAPITAL GAINS CALCULATIONS — secton 29(3) 


This amendment will exempt a portion of a capital gain made from the disposition of a taxable Canadian 
property by a non-resident corporation if a transitional rule contained in a prescribed convention between Canada 
and a foreign country has exempted a portion of the gain from federal tax. The Canada — United States Income 
Tax Convention (1980) will be a prescribed convention for this purpose. Thus, where such a transitional rule ap- 
plies for federal income tax purposes, the portion of capital gains of a U.S. resident on real property dispositions 
computed in accordance with Ontario rules and accruing to December 31, 1984 will be exempt from Ontario tax. 
This amendment is effective for taxation years commencing on or after January 1, 1985. 


BANKS —- FOREIGN TAX CREDIT MODIFICATIONS -section 32 


This amendment clarifies that banks are denied a foreign tax credit in respect of foreign investment income 
derived from foreign loans and deposits where the income from these loans and deposits has been allocated to 
a foreign jurisdiction. The banks will be able to claim a foreign tax credit only in respect of foreign investment 
income on which Ontario tax is exigible. This amendment is effective for taxation years ending after December 
18, 1985. 


PARALLELING FEDERAL TAX CREDIT CALCULATIONS FOR CREDIT UNIONS -— section 43 


Credit union corporations will, in most cases, now qualify for the 10% tax rate applicable to small business 
corporations on all of their taxable income. Formerly, the small business rate applied only to the first $200,000 
of their taxable income. These amendments adopt the federal tax treatment of credit unions by providing a 5.5% 
tax credit similar to the 21% credit provided by subsection 137(3) of the Income Tax Act (Canada) ("ITA”). The 
new credit is effective for taxation years ending after December 18, 1985. 


INCREASE IN TAX RATE — CONSEQUENTIAL CHANGES 


The 1985 Ontario budget increased the basic rate of corporate income tax from 15% to 15.5% effective 
December 19, 1985. ( See Information Bulletin Number 2737). 

The following consequential changes to the Act have been made as a result of the change in the basic rate. 
These changes apply on a pro-rata basis relative to the number of days in the taxation year before December 
19, 1985 and after December 18, 1985 as is the case with the change in the basic rate of tax. 


e MANAGEMENT FEES AND SIMILAR PAYMENTS TO NON-RESIDENT OR RELATED PERSONS -— 
sections 12(6) and (6a) 


The fraction used to calculate the amount to be added to income in respect of management fees, rents, 
royalties, rights or similar payments to a non-resident person with whom the corporation was not dealing at 
arm’s length or to a related person resident in Canada outside Ontario is decreased from 5/15 to 5/15.5. 


e ALLOCATION — section 31 


The rate applied to taxable income earned in a jurisdiction other than Ontario is increased from 15% to 
15.5%. This is to ensure that the corporation is credited with the correct amount of tax in respect of the income 
allocated to another jurisdiction. 


e ONTARIO FOREIGN TAX CREDIT — section 32 


The upper limit for the Ontario foreign tax credit that may be claimed is increased from 15% to 15.5% of foreign 
investment income allocated to Ontario. 


MUTUAL FUND CORPORATION -— section 40 


The percentage and fractions stated in section 40 which are used in calculating the refundable capital gains 
tax of a mutual fund corporation and which are based on the income tax rate are changed: 7.5% to 7.75% (section 
40(2)); 13 1/3 times to 12 28/31 times (Section 40(4)); 15% to 15.5% (section 40(5)). 

In addition, subsection 40(2) has been amended to recognize Ontario’s policy of allowing capital gains 
refunds up to 4 years from the end of the year rather than 3 years as is the case federally and to recognize that 
Ontario will process refund applications within 8 years from the date of original assessment (rather than 6 years 
as is the case federally) where a loss has been carried back to reduce taxable income of the year. These changes 
are effective April 20, 1983. 


CAPITAL TAX 
FAMILY FARM AND FISHING CORPORATIONS - sections 1 and 63 


The definitions of ”family farm corporation” and "family fishing corporation” have been modified so that 
corporations otherwise so qualifying whose shares are held through holding companies owned by eligible farming 
or fishing family personnel will qualify for the $50 flat rate capital tax. Formerly the shares of qualifying corpora- 
tions had to be owned directly by the farmer/fisherman or by him and his family or by another family farm/family 
fishing corporation. The holding companies themselves will continue to pay capital tax at the normal rate. These 
modifications are effective for taxation years ending after December 18, 1985. 


SURPLUS ADJUSTMENTS — BANKS AND LOAN AND TRUST CORPORATIONS -— section 54 


Banks and loan and trust corporations will be required to make adjustments to paid-up capital for differences 
between tax and book deductions similar to those made by other corporations. This amendment is effective for 
taxation years ending after December 31, 1984. 


OTHER ITEMS 
DATE OF RECEIPT OF RETURNS AND REMITTANCES - sections 68, 72, 75, 76 


These sections have been amended to provide the authority to clarify by regulation the date returns and 
remittances are considered to have been received by the Ministry of Revenue. This clarification will apply for de- 
termining whether a return is subject to late filing penalties and for determining the date of receipt of remittances 
for the purpose of charging and crediting interest. These amendments are effective April 1, 1986. 


REVOCATION OF WAIVERS - section 73(7a) 


The proposed amendments are similar to recent federal amendments and permit a corporation to revoke 
waivers previously filed. Where waiver of the six year Ontario limit was done by filing a waiver under subsection 
152(4) of the ITA, revocation may be accomplished by filing with the Ontario Corporations Tax Branch a copy of 
the federal Notice of Revocation filed under S.152(4.1) of the ITA. Where waiver of the six year limit was done 
by filing Ontario prescribed Form 3 under clause 73(7)(a)(iv) of the CTA, revocation may be accomplished by filing 


-_ with the Branch an Ontario Notice of Revocation in prescribed form. In either case, the Minister is limited to issuing 


reassessments in respect of a particular year to one year after the notice of revocation has been filed. The 
amendments apply to federal and Ontario revocation forms filed with the Branch after February 15, 1984. 


REMINDER — INSTALMENTS REQUIRED FOR TAXATION YEARS AFTER THE TAX HOLIDAY -— section 70 


For taxation years following the 3 year tax holiday, or following years in which the tax exemption for “new 
qualifying corporations” was claimed, taxpayers are reminded that instalments should be calculated as though 
the company paid tax at 10% rather than nil on its small business income for earlier years in which such claims 


were made. 
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ONTARIO BUDGET 1986 


This Bulletin describes the effect on the Corporations Tax Act of the 
proposals of the Treasurer of Ontario contained in the 1986 Budget released 
on May 13, 1986. Technical changes to the Corporations Tax Act included in 
Bill 27, the Bill implementing the Budget changes, are also described herein. 
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CAPITAL TAX BULLETINS - AN UPDATE — 


HIGHLIGHTS —- BUDGET 


Capital Tax —- ”"120-Day Rule” 


The 1986 Budget introduced some modifications to the capital tax rules for short-term debt 
instruments effective for taxation years ending on or after January 1, 1987. This results in a 
change in the treatment of certain instruments and legislative affirmation of existing policy 
for others. 


Inclusion in Paid-Up Capital 


e Bankers’ acceptances, regardless of term or the purpose for which they are issued, will 
be included in paid-up capital. 


e Acorporation’s trade accounts payable to a related corporation outstanding for 120 days 
or more prior to the corporation’s year end or to an unrelated corporation oustanding for 365 
>) days or more prior to the corporation’s year end, will be included in its paid-up capital. 


Investment Allowance-Deduction from Paid-Up Capital 


The 120-day rule will apply more consistently to a broader range of instruments when 
determining investments eligible for the investment allowance. 


e Short-term investments in treasury bills, government bonds and commercial paper must 
be issued for a term of 120 days or more and held for at least 120 days prior to the year end 
of the investor. Commercial paper which is issued without a specified term, must be held for 
120 days or more prior to year end of the investor in order to qualify. Formerly, these 
instruments could qualify regardless of term or holding period. 


e Term deposits of Banks or Loan and Trust Corporations will qualify for the investment 
allowance if issued for a term of 120 days or more and held for at least 120 days prior to the 
end of the taxation year of the investor. Previously, the 120 day holding period could 
straddle the end of the year. 


e Acorporation’s trade accounts receivable due from a related corporation outstanding for 
at least 120 days prior to the corporation’s year end or from an unrelated corporation 
outstanding for at least 365 days prior to the corporation’s year end, will qualify for the 
investment allowance. 


Exception — Investment Dealers/Brokers 


Money market instruments held in an investment dealer’s or broker's inventory for sale to 
customers at the end of the taxation year will qualify for the investment allowance regardless 
of the 120 day rule otherwise applicable. Such instruments include treasury bills, 
government bonds, bearer deposit notes, commercial paper and bankers’ acceptances. 


Reserves 


Effective for dispositions after December 31, 1986, Ontario will parallel the federal reserve 
provisions with respect to deferred profits, capital gains and resource properties. (For 
federal purposes, these restrictions were introduced in the November 1981 Federal Budget.) 


e Deferred Profits Reserve 

In situations where the full sales price has not been received in respect of property sold 
in the course of business during a particular taxation year, the corporation may defer a 
portion of the profit from the sale to later years by claiming a reserve. A reserve may no 
longer be claimed for a taxation year which ends more than 36 months after the date of 
sale. Previously, a corporation was not limited to a maximum time period and reserves 
could be claimed as long as a portion of the proceeds of sale were due beyond the end 
of the year. 


e Capital Gains Reserve 


Where the full sale price has not been received by the end of the taxation year in respect 
of a disposition of property resulting in a capital gain, a corporation may claim a reserve 
to defer a part of the gain from the sale to later years. A limitation being placed on this 
reserve will require inclusion in income of the full taxable capital gain within 5 taxation 
years commencing with the year of disposition. 


e Resource Property Reserves 


Reserves for resource property dispositions will be eliminated. Previously, reserves 
enabled a deferral of income where a portion of sale proceeds remained oustanding at 
the end of the year. 


HIGHLIGHTS —- TECHNICAL CHANGES 


Tax Treaties — Enabling Provision 


An amendment to the Corporations Tax Act will authorize regulations to be made to enable 
Ontario to abide by certain articles of a Treaty between Canada and another country where 
considered necessary. The manner in which the provisions of the Act should be modified 
and applied in such instances will be detailed in the Regulations. 


Foreign Tax Credit Wastage 


Federal Bill C-72 made changes with respect to the foreign tax credit which may be claimed 
under section 126 of the Income Tax Act (Canada). New section 110.5 permits a corporation 
to increase its taxable income in order to increase foreign tax credit claims. The amount 
added to taxable income is also added to the corporation’s non-capital loss which may be 
carried over to other taxation years. 


It will be provided that the amount added to a corporation’s taxable income and non-capital 
loss for federal purposes, must also be added to Ontario taxable income and Ontario 
non-capital loss for the same taxation year. This is effective for taxation years ending after 
December 31, 1984. 


CAPITAL TAX BULLETINS - AN UPDATE 


Certain capital tax interpretation bulletins previously issued by this Branch should be 
updated as a result of the 1986 Budget. 


e Bulletin L-16 dated November 24, 1981 Page 5. The first paragraph entitled "120 days 
period straddling Balance Sheet”, will not apply for taxation years ending after December 
31, 1986. 


e Bulletin L-10R dated August 15, 1980 Page 3 lists investments qualifying for the 
investment allowance. Where applicable, this bulletin supersedes the previous rules. 


e Bulletin L-8R dated August 15, 1980 Page 3. The rules regarding trade accounts 
payable and receivable made reference to normal terms of trade. For capital tax purposes, 
these terms will no longer be applicable after December 31, 1986. The rules mentioned in 
the paragraph at the bottom of the page regarding bankers’ acceptances will also no longer 
apply after December 31, 1986. 
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Ontario Regulation 763/86, filed on December 30, 1986 (Ontario Gazette of January 17, 1987) amends Ontario 
Regulation 191, R.R.O. 1980 under the Corporations Tax Act, R.S.O. 1980. 


This Bulletin summarizes the main amendments to the Regulations under the Act. It also describes 
recent changes to Ontario political contribution limits and clarifies procedural matters for Special Small 
Corporations. 


REGULATION AMENDMENTS AND OTHER MATTERS 


HALF -YEAR RULE — CAPITAL COST ALLOWANCE 

NATURAL RESOURCE INDUSTRY 

ALLOCATION OF REVENUE FROM EXPORT SALES 

SPECIAL SMALL CORPORATIONS 

INCREASED ONTARIO POLITICAL CONTRIBUTIONS 

DEEMED DATE FOR RECEIPT OF PAYMENT AND TAX RETURNS 
PRESCRIBED FORMS 


HALF -YEAR RULE — CAPITAL COST ALLOWANCE 


Changes to section 201 of the Regulations under the Act implement the 1985 Budget proposal to parallel! 
the federal capital cost allowance ‘‘half-year’’ rule effective October 24, 1985. The “half-year’’ rule limits the capital 
cost allowance deduction to 50 percent of the maximum amount otherwise deductible with respect to new assets 
acquired after that date. 


The “half-year” rule does not apply to assets acquired after October 24, 1985 and before 1987 if arrange- 
ments pertaining to the acquisition were substantially advanced before October 25, 1985. It also does not apply 
to assets acquired in certain statutory “‘rollovers’’ or from a person not dealing at arm’s length with the corporation. 


NATURAL RESOURCE INDUSTRY 


Changes to sections 101, 104, 109 and 201 of the Regulations have been made to parallel or modify amend- 
ments to the federal regulations affecting the resource industry. 


Highlights are as follows: 


e Clarify that reserves claimed in respect of the disposition of resource properties are available for C-rtario 
tax purposes (In accordance with the Ontario 1986 Budget these reserves may not be claimed afte: a 


e Provide that for Ontario purposes, iron ore mining income will continue to include income from the processing 
of iron ore to the prime metal stage and manufacturing and processing income will not include income 
from processing iron ore from the pellet to the prime metal stage. 


>) e Parallel federal changes with respect to the earned depletion base, depletion allowance, resource profits, 
Canadian development expenses, Canadian exploration expenses and other technical changes made to 
the federal regulations in 1985. 


ALLOCATION OF REVENUE FROM EXPORT SALES 


Subsection 302(4a) has been added to the Regulations to clarify the rules for allocating taxable income and 
taxable paid-up capital where sales are made to customers in a foreign jurisdiction in which the company has a 
permanent establishment. 


Where merchandise is sold to a customer in a foreign jurisdiction or where a customer in a foreign ae 
instructs that shipment of goods be made to another person, the sale is normally allocated to that foreign jurisdic- 
tion of the customer. Under the new rules, if the corporation is not subject to tax on the income or profits from 
the sale in that foreign jurisdiction due to the laws of that country or any tax treaty or convention between that 
country and Canada, the revenue from the sale is attributed to provinces or territories within Canada where the 
goods were produced or manufactured. 


This change is effective for taxation years ended after December 31, 1985. 


SPECIAL SMALL CORPORATIONS 


Section 67 of the Corporations Tax Act provides that a Special Small Corporation is not required to file a 
Corporations Tax Return (CT23) or financial statements. For taxation years ending after March 31, 1986 these cor- 
porations are only required to complete the ‘‘Declaration for a Special Small Corporation’ on the ‘Notice of Pay- 
ment Due’’ form which is mailed to corporations approximately two months after the taxation year end. 


A Special Small Corporation which is carrying forward losses of prior years should maintain a loss continuity 
schedule to be filed with the CT23 return for the year it ceases to qualify as a Special Small Corporation. 


The tax simplification measure was introduced to reduce the paper burden for small businesses. As long 
as a corporation continues to qualify as a Special Small Corporation it is encouraged to take advantage of the 
simplified reporting procedures. 


For more information on which corporations qualify as “‘Special Small Corporations” refer to Information Bulletin 
Number 2738 dated February 1986. 


INCREASED ONTARIO POLITICAL CONTRIBUTIONS 


Bill 103, ‘‘An Act to revise the Election Finances Reform Act and to amend certain other Acts respecting Elec- 
tion Financing’’ received Royal Assent July 10, 1986. 


The changes to the Election Finances Reform Act provide that a person, corporation or trade union may con- 
tribute in any year up to $4,000 (formerly $2,000) to each registered political party. They may also contribute $750 
(formerly $500) to any registered constituency association to an aggregate of $3,000 (formerly $2,000) to consti- 
tuency associations of each party. 


During an election an additional $4,000 (formerly $2,000) contribution is permitted to each registered party. 
A contribution up to $750 (formerly $500) may be made to any registered candidate in an election, but total contri- 
butions to candidates of the same party may not exceed $3,000 (formerly $2,000). 


Section 28 of the Corporations Tax Act has been amended to increase the maximum political contribution 
deduction in a taxation year to $7,000 (formerly $4,000). The undeducted balance of contributions may be carried 
forward and applied against income in future years. 


Changes to the Corporations Tax Act are effective January 1, 1986 with respect to amounts contributed on 
or after that date. 


DEEMED DATE FOR RECEIPT OF PAYMENT AND TAX RETURNS 


For purposes of levying relevant penalties and interest under the Act, the dates of receipt of payments and 
Corporations Tax Returns (CT23) under subsections 72(8) and (9) and 75(6a) of the Corporations Tax Act are now 
prescribed. 


Subsection 504(5) has been added to the Regulations to clarify that tax returns and tax payments are considered 
to have been received by the Minister on the following dates. 


a) The date actually received by the Ministry. 


b) In the case of payments received by a bank or other authorized financial institution, the day of receipt by the 
institution. 


PRESCRIBED FORMS 


Under subclause 73(7)(a)(iv) of the Corporations Tax Act, a corporation may file prescribed Form 3, ‘“‘Waiver 
of Time Limit for Issuing Reassessments’”’ to waive the time limit within which the Minister may assess, reassess 
or make additional assessments. 

Section 603a has been added to the Regulations to prescribe Form 4, “Notice of Revocation of Waiver” as 
required under clause 73(7a)(a) of the Corporations Tax Act. The filing of the Notice of Revocation of Waiver revokes 
a previously filed “‘Form 3”’ waiver effective one year after the Notice of Revocation of Waiver is filed. 


In lieu of filing Ontario waiver and revocation of waiver forms, a corporation may, at its option, file copies 
of federal waiver and federal revocation forms filed under the Income Tax Act (Canada). 


The following prescribed forms have been updated to reflect certain technical changes. 
e Form 1 — Notice of Objection 
e Form 3 — Waiver of Time Limit for Issuing Reassessments 
A change to Form 3 now requires that the income tax and/or capital tax matter(s) in respect of which the 
time limit is waived must be specified. 
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CAPIJAL TAX 
For taxation years ending after April 20, 1988, the 1988 Budget 
proposes that certain small corporations be exempt from payment 


of capital tax and that new flat rates of capital tax apply for other 
small corporations. 


Small Corporations — Exemption 


Corporations will be exempt from capital tax if total assets and 
gross revenue as reported on their financial statements are each 
$1 million or less. 


Le présent bulletin décrit l’effet des propositions du trésorier de 
l’Ontario sur la Loi sur l’imposition des personnes morales, con- 
tenues dans le budget 1988 déposé le 20 avril dernier, et relate cer- 
taines modifications afférentes aux procédures administratives ainsi 
qu’a d’autres articles. 
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d’équipement agricole 
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e Décisions anticipées en matiére d’impét sur le revenu des 
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iIMPOT SUR LE CAPITAL 


Pour les années d’imposition se terminant aprés le 20 avril 1988, le 
budget 1988 propose que certaines petites entreprises soient exemp- 
tées du paiement de |’impét sur le capital, et que de nouveaux taux 
uniformes d’imposition du capital soient appliqués aux autres petites 
entreprises. 


Petites entreprises — Exonération 


Les compagnies dont l’actif total et le produit brut sont de 1 million 
de dollars ou moins, tel qu’indiqué sur leur état financier, seront exemp- 
tées de |’impét ontarien sur le capital. 


Flat Rate Capital Tax 


Other small corporations with total assets or gross revenue over 
$1 million may be eligible for the flat rates of capital tax set out 
in the following table. 


Total assets or 
gross revenue 


Corporations 
with taxable paid- 
up Capital (before 
allocation) 


Capital Tax 
Payable 


> $1,000,000 $200 
Both < $1,500,000 
> $1,500,000 $500 
N/A 


3/10 of 1.0% of 
taxable paid-up 
capital minus 
1.83% of 
($2,300,000 less 
taxable paid-up 
capital) 


< $1,000,000 


> $1,000,000 
< $2,000,000 


> $1,000,000 
< $2,000,000 


> $2,000,000 
< $2,300,000 


¢ Corporations with taxable paid-up capital (before allocation) over 
$2,300,000 will continue to pay capital tax at the rate of 3/10 
of 1%. 


e The minimum capital tax of $50 no longer applies. 


e Where both the Temporary Capital Tax Reduction Program for 
FARM EQUIPMENT DEALERS and the above flat rates apply 
to a taxation year, the dealer has the option of using the rules 
which produce the lesser amount of capital tax for that year. 


e Family farm corporations, family fishing corporations, mortgage 
investment corporations, credit unions and mutual insurance 
corporations insuring churches, schools and charitable organi- 
zations will pay a flat rate of $100 if they do not qualify for the 
capital tax exemption. 


e Generally, companies will be able to use total assets and gross 
revenue per unconsolidated financial statements rather than 
having to compute their taxable capital to determine which flat 
rate of capital tax applies. However, in determining both total 
assets and gross revenue, taxpayers should include their share 
of total assets and gross revenues of any partnerships in which 
they have an interest. 


e For this purpose, the financial statements should be those pre- 
pared for reporting to shareholders, owners or partners and, 
as required by subsection 67(2) of the Corporations Tax Act, 
should be in agreement with the books of the corporation. 


Associated Corporations 


Where a corporation is associated with one or more corpora- 
tions and the aggregate taxable capital of the associated group 
is $2 million or less, each associated corporation with total assets 
and gross revenue of $1 million or less is exempt from capital tax. 
Any associated corporation with total assets or gross revenue in 
excess of $1 million will be liable to a flat rate in accordance with 
the above table. 


The above exemption and flat rates of capital tax do not apply 
where the aggregate taxable capital of the associated group ex- 
ceeds $2,000,000. In such cases each corporation is required to 
file a return and compute its capital tax at the regular rate of 3/10 
of 1%. 


Loan And Trust Corporations 


e The Loan and Trust corporations capital tax rate has been 
increased from 3/5 of 1% to 4/5 of 1% effective for taxation years 
ending after April 20, 1988. 


Taux uniforme d’imposition du capital 

Les autres petites entreprises dont |’actif total ou le produit brut est 
supérieur a 1 million de dollars peuvent étre admissibles a des taux 
uniformes d’imposition du capital, tels qu’établis dans le tableau suivant. 


Impét payable sur 


Actif total ou produit 
le capital 


brut 


Compagnies a capital 
verse imposable 
(avant répartition) 


N/A Les deux < 1000 000 $ 


> 1000 000 $ 


1000 000 $ 


> 1000 000 $ 200 $ 


Les deux < 1500 000 $ 


> 1500 000 $ 


1000 000 $ 
2 000 000 $ 


lA V 


> 1000 000 $ 
< 2.000 000 $ 


> 2.000 000 $ 
< 2.300 000 $ 


0,3 pour 100 du 
capital versé imposa- 
ble moins 1,83 pour 
100 de (2 300 000 $ 
moins capital versé 
imposable) 


e Les corporations au capital versé imposable (avant répartition) su- 
périeur a 2,3 millions de dollars continueront de payer |’impét sur le 
capital, au taux de 0,3 pour 100. 


e Limpdét minimal de 50 $ sur le capital ne s’applique plus. 


¢ Si le programme de réduction temporaire de |’impot sur le capital 
POUR LES MARCHANDS D’EQUIPEMENT AGRICOLE ainsi que les 
taux uniformes susmentionnés s’appliquent a une année d’imposi- 
tion, le marchand a le choix d’appliquer les régles qui produisent le 
montant le plus bas de |’impét sur le capital pour cette année-la. 


e Les corporations agricoles familiales, les corporations familiales de 
péche, les corporations de placements hypothécaires, les caisses de 
crédit et les corporations d’assurance mutuelle assurant les églises, 
les écoles et les oeuvres de charité paieront un taux uniforme de 100 $ 
s’ils ne sont pas admissibles a |’exemption de |’impét sur le capital. 


En général, des compagnies pourront utiliser |’actif total et le produit 
brut en fonction de leurs états financiers non consolidés, au lieu de 
devoir calculer leur capital imposable pour déterminer quel taux 
uniforme d’impét sur le capital s’‘applique. Toutefois, lors de |’établisse- 
ment de l’actif total et du produit brut, les contribuables devront inclure 
leur part de |’actif total et du produit brut de toute société de personnes 
ou ils détiennent un intérét. 


A cette fin, les états financiers doivent étre ceux qui sont présentés 
aux actionnaires, aux propriétaires ou aux associés et, tel que requis 
par le paragraphe 67 (2) de la Loi sur l’imposition des personnes 
morales, ces états financiers doivent concorder avec les livres de la 
corporation. 


Corporations associées 


Lorsqu’une corporation est associée avec une ou plusieurs autres cor- 
porations, et que le capital imposable total du groupe de corporations 
associées est de 2 millions de dollars ou moins, chaque corporation 
associée dont |’actif total et le produit brut sont de 1 million de dollars 
ou moins est exempte de |’impét sur le capital. Toute corporation as- 
sociée dont actif total ou le revenu brut est supérieur a 1 million de dol- 
lars devra verser un taux uniforme d’impét sur le capital conformément 
au tableau ci-dessus. 


Lexemption et les taux uniformes d’impot sur le capital précités ne 
s'appliquent pas lorsque le capital imposable total du groupe associé 
dépasse 2 millions de dollars. Dans ce cas, chaque corporation doit 
produire une déclaration et calculer son impét sur le capital au taux 


» 


« 


ordinaire de 0,3 pour 100. « 


Compagnies de prét et de fiducie 


e Le taux d’imposition du capital des compagnies de prét et de fiducie 
a été augmenté et passe de 0,6 pour 100 4 08 pour 100, entrant en 
vigueur pour les années d’imposition se terminant aprés le 20 avril 
1988. 


e The increase in tax should be prorated based on the number 
of days in the taxation year subsequent to that date. 


EXEMPTION FROM FILING TAX RETURNS 


To further enhance the capital tax simplification measures 
announced in the Budget, there will be changes in the tax return 
(CT-23) filing requirements for small corporations. 


For taxation years ending after April 20, 1988 a corporation will 
be exempt from filing a tax return if all the following conditions 
are met with respect to that taxation year. 


e It is a Canadian-controlled private corporation throughout the 
taxation year 

® \t files a federal income tax return (T2) with Revenue Canada, 
Taxation 

e |t has no taxable income 

e It has no tax payable 


Administrative Procedures 


e All non-Canadian-controlled private corporations (excluding 
charitable and non-profit corporations) should file returns. 


e The onus falls on corporations claiming a refund of taxes from 
the application of losses to prior years to file financial state- 
ments and supporting documentation for the year in which the 
loss was incurred and amended returns for the years to which 
the loss is applied. For corporations which claimed the tax holi- 
day, the procedure of applying losses first to the tax exempt 
years, as outlined in Information Bulletin Number 2735, will 
continue. 


e Corporations not required to file returns should maintain ade- 
quate records for non-filing years to support any claim made 
in other years. For example, this means that records may have 
to be kept for more than sixty months to substantiate losses 
claimed in subsequent years. 


e A Notice of Assessment will not be issued to a corporation for 
a taxation year in which it is exempt from filing a tax return. 
In such cases, if a return is filed it will not be retained by the 
Corporations Tax Branch but will be destroyed. 


e Corporations exempt from filing will not be subject to the statute- 
barred time limitations. That period commences from the day 
of mailing of a Notice of Assessment or a notification that no 
tax is payable for the year, as specified under clause 73(7) (c) 
of the Corporations Tax Act. 


e The Special Small Corporation program is discontinued effec- 
tive April 20, 1988. Corporations previously exempt from filing 
are no longer required to complete the Special Small Corpo- 
ration Declaration for taxation years ending after April 20, 1988. 


PHASE OUT OF THREE-YEAR INCOME TAX HOLIDAY 


The three year income tax holiday for newly incorporated small 
businesses is being phased out. 


e Companies incorporated after April 20, 1988 will not qualify for 
the three year income tax exemption. 


e Those companies incorporated before April 21, 1988 and car- 
rying on ACTIVE BUSINESS PRIOR TO THAT DATE will con- 
tinue to be eligible for the deduction for their first three taxation 
years. 


¢ Corporations which do not qualify for the tax holiday but which 
qualify for the federal small business deduction under section 
125(1) of the Income Tax Act (Canada) will continue to qualify 
for the 5.5% Small Business Incentive Deduction under sec- 
tion 33 of the Corporations Tax Act. 


¢ Pour les années d’imposition chevauchant le 20 avril 1988, la hausse 
du taux d’imposition sera appliquée selon le nombre de jours de 
l'année d’imposition suivant cette date. 


EXEMPTION DE PRODUCTION DE DECLARATION D’IMPOT 


Afin de consolider les mesures de simplification de |’impét sur le capital 
annoncées dans le budget, des modifications seront apportées aux 
exigences de production d’une déclaration d’impét (CT-23) a |’intention 
des petites entreprises. 


Pour les années d’imposition se terminant aprés le 20 avril 1988, une 
entreprise sera exemptée de produire une déclaration d’impét sur le 
revenu si toutes les conditions suivantes sont observées relativement 
a l’année d’imposition. 


e || s’agit d’une entreprise privée dont le contréle est canadien, durant 
toute l’année d’imposition; 

¢ elle produit une déclaration d’impét sur le revenu fédéral (T2) auprés 
de Revenu Canada, Impét; 

e elle n’a pas de revenu imposable; et 

e elle n’a pas d’impét exigible. 


Procédures administratives 


e Toutes les corporations privées dont le contrdle n’est pas canadien 
(a l’exclusion des oeuvres de charité et des organismes sans but lucra- 
tif) doivent produire une déclaration d’impét. 


© |lincombe aux corporations demandant un remboursement d’impét 
en raison de l’application de pertes aux années précédentes, de 
produire leurs états financiers accompagnés des piéces justificatives 
pour l’année ou la corporation a subi une perte, ainsi que les décla- 
rations modifiées pour les années ou est appliquée la perte. En ce 
qui concerne les corporations qui se sont prévalues des mesures d’ex- 
onération fiscale en vigueur, la procédure permettant d’appliquer 
d’abord les pertes aux années exonérées d’impot, tel que décrite dans 
le bulletin d’information Numéro 2735, se poursuivra. 


e Les corporations qui ne sont pas tenues de produire une déclaration 
d’impét doivent conserver des dossiers adéquats relatifs aux années 
non déclarées afin de pouvoir justifier toute demande formulée les 
autres années. Par exemple, cela signifie que les dossiers doivent 
avoir été tenus pendant plus de 60 mois afin de justifier, au cours des 
années suivantes, les pertes déclarées. 


e Un avis de cotisation sera émis a toute corporation exempte de 
produire une déclaration d’impét pour une année d’imposition. Dans 
un tel cas, si une déclaration est produite, la Direction de |'imposition 
des compagnies ne retiendra pas cette déclaration et la détruira. 


e Les corporations exemptes de produire une déclaration d’impdét ne 
seront pas frappées de prescription. Cette période commence a par- 
tir de la date d’envoi postal d’un avis de cotisation ou d’un avis infor- 
mant qu’aucun impét n’est exigible pour l’année, tel que stipulé a 
l’alinéa 73 (7) (c) de la Loi sur l’imposition des personnes morales. 


e Le programme spécial pour petites entreprises prend fin le 20 avril 
1988. Les corporations auparavant exemptes de produire une décla- 
ration d’impét ne sont plus tenues de remplir la déclaration spéciale 
pour petites entreprises, pour les années d’imposition se terminant 
apres le 20 avril 1988. 


ELIMINATION GRADUELLE DE L’EXONERATION DE TROIS ANS DE 
L'IMPOT SUR LE REVENU 


Lexonération de trois ans de |’impét ontarien sur le revenu accordée 
aux nouvelles compagnies constitutées en personnes morales sera 
graduellement éliminée. 


e Les compagnies constituées en personnes morales aprés le 20 avril 
1988 ne seront pas admissibles a |’exonération de trois ans de |’im- 
pot sur le revenu. 


e Les compagnies constituées en personnes morales avant le 21 avril 
1988 et qui auront EXERCE DES ACTIVITES COMMERCIALES 
JUSQU’A CE JOUR pourront toujours avoir droit a cette exonération 
pour leurs trois premiéres années d’imposition. 


e Les compagnies qui ne sont pas admissibles a cette exonération mais 
qui ont droit a la déduction de |’impét fédéral pour petites entreprises, 
en vertu du paragraphe 125 (1) de la Loi de l’impét sur le revenu con- 
tinueront de pouvoir se prévaloir de l’encouragement fiscal de 5,5 pour 
100 pour petites entreprises, conformément a l’article 33 de la Loi sur 
imposition des personnes morales. 


ONTARIO MANUFACTURING AND PROCESSING (M & P) 
CURRENT COST ADJUSTMENT 


Corporations will be allowed a one-time deduction from Ontario 
income with respect to new manufacturing and processing (M & P) 
machinery and equipment purchased after 1988 for use in Ontario. 
This means that corporations will receive full benefit of this deduc- 
tion in cases where allocation is made to other jurisdictions since 
the adjustment will be applied to reduce Ontario income only. 


The adjustment is deductible in the first taxation year that the 
capital cost allowance on the equipment is claimable. The rates 
of deduction will be 10% of the depreciable cost of the M & P 
machinery and equipment purchased in 1989 and 15% for pur- 
chases made after 1989. For purposes of claiming capital cost 
allowance with respect to the manufacturing and processing 
equipment, Ontario will parallel the federal classifications and 
rates. 


RESEARCH AND DEVELOPMENT (R & D) SUPER 
ALLOWANCE 


Corporations will be allowed a research and development super 
allowance deduction from income based on research and develop- 
ment expenditures incurred in Ontario after April 20, 1988. The 
deduction will be from the portion of income allocated to Ontario. 
Eligible expenses are those which qualify as scientific research 
and experimental development under subsection 127(9) of the 
Income Tax Act (Canada) for purposes of the federal investment 
tax credit. Expenditures for buildings which are proposed to be 
excluded from eligible expenses under the Income Tax Act 
(Canada) are excluded in calculating the Ontario deduction. 


The deduction will be calculated at the following rates: 


On expenditures incurred in the current year not exceeding an 
amount equal to an expenditure base calculated with reference 
to a three-year moving average: 


e 35 per cent for small businesses 
e 25 per cent for other corporations 


On that portion of current year expenditures in excess of the 
expenditure base: 


e 52 1/2 per cent for small businesses 
e 37 1/2 per cent for other corporations 


For taxation years straddling April 20, 1988, the expenditure base 
will be reduced by the proportion that the number of days in the 
taxation year prior to April 21, 1988 is to the total number of days 
in the taxation year. All current year expenditures and the expen- 
diture base must be reduced by any federal investment tax credit 
applicable. 


A definition of ‘‘Small business’ will be legislated. The qualifi- 
cation criteria are being determined, however it is known that only 
Canadian-controlled private corporations will be eligible. 


MINING CORPORATIONS — DEPLETION/RESOURCE 
ALLOWANCES 


The automatic depletion allowance for mining companies based 
on resource profits will be phased out over five years. Commencing 
in 1989, the current automatic depletion allowance of 33 1/3 per 
cent will be reduced by 6 2/3 per cent each year to a NIL amount 
in 1993 and subsequent years. 


Beginning in 1989 there will be a phasing-in of the resource 
allowance, similar to the allowance presently available to oil and 
gas corporations. The resource allowance will be phased in over 
five years, commencing with a 5 per cent rate in 1989 and increas- 
ing by 5 per cent each year to 25 per cent in 1993 and subse- 
quent years. 


The rate changes apply effective January 1st of each year. For 
taxation years which straddle January 1st, the automatic deple- 
tion and resource allowances will be prorated according to the 
number of days before and after that date. 


FABRICATION ET TRANSFORMATION : REDRESSEMENT DU COUT 
DE REMPLACEMENT ACTUEL 


Les corporations auront droit 4 une seule et unique déduction de l’im- 
pdt sur le revenu ontarien pour les acquisitions de matériel et d’outil- 
lage neufs achetés aprés 1988 et destinés a des activités de fabrication 
ou de transformation en Ontario. Cela signifie que les corporations pour- 
ront pleinement profiter de cette réduction dans les cas ou la réparti- 
tion est faite sur d’autres juridictions, car le redressement sera 
essentiellement appliqué a la réduction du revenu ontarien. 


Le redressement est déductible au cours de la premiére année d’im- 
position pendant laquelle la déduction pour amortissement des acqui- 
sitions de matériel et d’outillage peut étre demandée. Pour les 
acquisitions faites en 1989, le taux de déduction sera de 10 pour 100 
du cout amortissable et, pour les acquisitions faites aprés 1989, cette 
déduction sera de 15 pour 100. Aux fins de déduction pour amortisse- 
ment relativement a l’acquisition de matériel et d’outillage destinés a 
des activités de fabrication ou de tranformation, |’Ontario adoptera les 
classements et les taux fédéraux. 


SUPER DEDUCTION POUR LA RECHERCHE-DEVELOPPEMENT (RD) 


Les corporations pourront avoir droit 4 une super déduction pour la 
recherche-développement appliquée au revenu et calculée en fonction 
des dépenses engagées pour de la recherche-développement en Ontario 
aprés le 20 avril 1988. Le déduction proviendra de la portion du revenu 
répartie en Ontario. Les dépenses admises sont celles qui sont admis- 
sibles au titre de recherche scientifique et de développement 
expérimental conformément au paragraphe 127 (9) de la loi fédérale de 
l’'impét sur le revenu, aux fins du crédit d’impdét fédéral a |’investisse- 
ment. Les dépenses pour les batiments, que |’on propose d’exclure des 
dépenses admissibles en vertu de la loi fédérale de |’impét sur le revenu, 
sont exclues du calcul de la déduction ontarienne. 


La déduction sera calculée selon les taux suivants : 


Pour les dépenses engagées dans |’année en cours ne dépassant pas 
un montant égal a une base de dépenses calculée en fonction d’une 
moyenne mobile de trois ans: 


e 35 pour 100 pour les petites entreprises 
e 25 pour 100 pour les autres compagnies 


Pour cette partie des dépenses de l’année en cours excédant la base 
des dépenses : 


e 52 1/2 pour 100 les petites entreprises 
e 37 1/2 pour 100 les autres compagnies 


Pour les années d’imposition chevauchant le 20 avril 1988, la base 
des dépenses sera calculée proportionnellement au nombre de jours 
qui restent dans l’année aprés le 20 avril 1988. Toutes les dépenses de 
l'année en cours et la base des dépenses doivent étre réduites de tout 
crédit applicable d’impdt fédéral a l'investissement. 


Une définition de «petites entreprises» sera légiférée. Les critéres d’ad- 
missibilité sont étudiés, mais on peut d’ores et déja dire que seules les 
corporations privées dont le contrdéle est canadien seront admissibles. 


SOCIETES MINIERES — DEDUCTIONS RELATIVES AUX 
RESSOURCES ET A LEPUISEMENT 


La déduction automatique pour épuisement au titre des bénéfices 
miniers sera éliminée graduellement en cing ans. A partir de 1989, l’ac- 
tuelle déduction automatique de 33 1/3 pour 100 pour épuisement sera 
réduite de 6 2/3 pour 100 chaque année pour atteindre un montant NUL 
en 1993 et les années suivantes. 


A compter de 1989, une déduction relative a des ressources sera 
graduellement introduite, et sera analogue a la déduction présentement 
offerte aux compagnies pétroliéres. La déduction relative a des res- 
sources sera introduite sur cing ans et offrira initialement un taux de 
5 pour 100 en 1989, puis augmentera de 5 pour 100 chaque année pour 
atteindre 25 pour 100 en 1993 et les années suivantes. 


Les modifications de taux entrent en vigueur le 1° janvier de chaque 
année. Pour les années d’imposition chevauchant le 1° janvier, la 
déduction automatique pour épuisement et la déduction au titre de res- 
sources seront calculées proportionnellement au nombre de jours 
précédant et suivant cette date. 


FEDERAL TAX REFORM 


Ontario will parallel the federal tax reform proposals affecting 
corporations WITH THE EXCEPTION OF THE FOLLOWING. 


e The proposed deduction allowed to a corporation in comput- 
ing taxable income equal to 2 1/2 times the federal tax pay- 
able by it with respect to dividends on certain preferred shares. 


e The proposed deduction in computing income of a life insur- 
ance corporation equal to the special tax payable on invest- 
ment income. 


Ontario will not adopt the federal incentives provided to cer- 
tain financial institutions that establish International Banking 
Centres in certain parts of Canada. 


Filing and Payment Procedures 


As a result of the delay in the enactment of the Federal Tax 
Reform measures, the following filing and payment procedures 
have been instituted with respect to the application of the pro- 
posed changes for Ontario purposes. 


e Taxpayers are urged to file their tax returns (CT-23) and make 
the required payment of taxes as if the measures are law, tak- 
ing into consideration the Ontario exceptions noted above. 


e Where a corporation chooses to file in accordance with the 
existing legislation rather than the proposed measures, it should 
file with its tax return a copy of the reconciliation form filed with 
its federal tax return. This form should show the effect on its 
federal taxable income of the Tax Reform measures. If there 
are any further adjustments in arriving at Ontario taxable income 
they should be shown in a separate statement of adjustment. 


¢ Interest charges on deficient installments or final payments and 
credit interest on overpayments will be calculated in the nor- 
mal manner. There will be no concession to interest payable 
because of the delay in the enactment of the federal tax reform 
measures. 


OTHER ITEMS 


Farm Equipment Dealers Tax Reduction Program 


e The Farm Equipment Dealers Temporary Capital Tax Reduc- 
tion Program provides a temporary reduction of capital tax to 
qualifying corporations for the first two taxation years commenc- 
ing after December 31, 1986 and before January 1, 1989. 


e To qualify for the reduction a corporations’ principal business 
throughout the taxation year may be any combination of the 
retail sale, leasing or servicing of farm equipment other than 
only the servicing of such equipment. 


e Under the program, a farm equipment dealer’s capital tax pay- 
able is determined as follows: 


e¢ Where taxable capital is $3,000,000 or less, the capital tax 
payable is the lesser of $200 or the amount calculated in 
accordance with the otherwise applicable capital tax calcu- 
lation. 


e Where taxable capital is over $3,000,000, the capital tax pay- 
able is the lesser of: 


a) the amount calculated in accordance with the otherwise 
applicable capital tax calculation, and 


b) $200 plus 0.3% on the amount of taxable capital exceed- 
ing $3,000,000 multiplied by the Ontario Allocation factor 
where applicable. 


¢ Farm equipment dealers that qualify for this program should 
use the Farm Equipment Dealers’ Capital Tax Form for com- 
puting their capital tax payable. These forms may be obtained 
from the Corporations Tax Branch on request. 


e For further information on capital tax otherwise payable as 
announced in the 1988 Budget, see table under Flat Rate 
Capital Tax. 


REFORME FISCALE FEDERALE 
L’Ontario adoptera des mesures analogues a celles de la réforme fis- 

cale fédérale touchant les compagnies, A LEXCEPTION DES CAS 

SUIVANTS : 

e La déduction proposée, accordée a une corporation, dans le calcul 
du revenue imposable égal a deux fois et demie le paiement de la 
taxe fédérale par la corporation sur les dividendes de certaines actions 
privilégiées. 


e La déduction proposée dans le calcul du revenu d’une corporation 
d’assurance-vie égal a une taxe spéciale exigible sur le revenu de 
placements. 


LOntario n’adoptera pas les mesures d’incitation fiscale fédérales 
accordées a certaines institutions financiéres qui créent des centres ban- 
caires internationaux dans certaines régions du Canada. 


Procédures de production et de paiement 


En raison du retard occasionné dans |l’adoption des mesures de 
réforme fiscale fédérale, les procédures suivantes de production et de 
paiement ont été instituées relativement a l’application des modifications 
proposées pour |’Ontario. 


e Les contribuables doivent produire leur déclaration d’impdt (CT-23) 
et effectuer le paiement requis des impéts, tout comme si les mesures 
étaient légiférées, en tenant toutefois compte des exceptions 
ontariennes notées ci-dessus. 


e Si une corporation choisit de produire une déclaration conforme a la 
loi en vigueur, au lieu de suivre les mesures proposées, elle doit 
accompagner sa déclaration d’impdét d’une copie du formulaire de 
rapprochement joint a sa déclaration d’impét fédérale. Ce formulaire 
doit refléter l’effet des mesures de réforme fiscale sur le revenu 
imposable fédéral. Si d’autres ajustements expliquent le calcul du 
revenu ontarien imposable, ceux-ci peuvent étre indiqués dans un état 
séparé de régularisation. 


e Les intéréts débiteurs sur les acomptes provisionnels insuffisants ou 
les paiements pour solde, et les intéréts créditeurs sur les paiements 
en trop seront calculés de la maniére habituelle. Aucune concession 
ne sera accordée relativement a l’intérét exigible a cause du retard 
dans |l’adoption des mesures de réforme fiscale fédérale. 


AUTRES ARTICLES 


Programme de réduction d’impét au bénéfice des marchands 

d’équipement agricole 

e Le programme de réduction temporaire de |’impot sur le capital au 
bénéfice des marchands d’équipement agricole offre une réduction 
temporaire de |’impét sur le capital aux corporations admissibles, pour 
les deux premiéres années d’imposition commengant aprés le 31 
décembre 1986 et avant le I* janvier 1989. 


e Pour étre admissible a cette réduction, l’activité commerciale princi- 
pale d’une corporation doit, durant toute l’année d’imposition, se rap- 
porter a la vente au détail, la location ou |’entretien d’équipement 
agricole, et non étre essentiellement fondée sur |l’entretien de tel 
équipement. 


e En vertu du programme, on détermine comme suit le paiement de 
l’impot sur le capital : 


e Si le capital imposable est de 3 millions de dollars ou moins, |’im- 
pdt exigible sur le capital est soit de 200 $, soit d’un montant établi 
conformément au calcul normal de |’impét sur le capital, selon le 
moindre de ces deux montants. 


¢ Si le capital imposable est supérieur a 3 millions de dollars, |’im- 
pdt exigible sur le capital est le moindre des deux montants 
suivants : 


a) le montant établi conformément au calcul normal de l’impét sur 
le capital, et 


b) 200 $ plus 0,3 pour 100 du montant du capital imposable 
excédant 3 millions de dollars, multiplié, le cas échéant, par le 
facteur de répartition en vigueur en Ontario. 


e Les marchands d’équipement agricole admissibles a ce programme 
doivent utiliser le formulaire d’impét sur le capital pour marchands 
d’équipement agricole dans leur calcul du paiement de |’impét sur 
le capital. On peut se procurer lesdits formulaires auprés de la Direc- 
tion de l’imposition des compagnies. 


Time Limit For Issuing Reassessments 


It is proposed to reduce the time limit for raising a reassess- 
ment under ordinary circumstances to four years from the present 
six years. In cases where a reassessment results from a loss carry- 
back to a prior year, the time limit will be reduced to seven years 
from the current eight years. 


This change will apply to assessments and reassessments of 
taxation years commencing after the day Bill 84 (presently before 
the Ontario Legislature) receives Royal Assent. 


Advance Corporations Tax Rulings 


Requests for rulings received after March 31, 1988 are subject 
to an increased fee of $65 (previously $50) for each hour spent 
in preparing the ruling. The minimum charge of $125, set out in 
Information Bulletin Number 2-77R, no longer applies. Also, no 
minimum deposit is required to accompany a request for ruling. 
Other requirements pertaining to ruling requests remain as 
described in the above Bulletin. 


Tax Sparing — International Tax Conventions 


Generally, ‘‘taxes spared”’ are those withholding taxes other- 
wise payable to a foreign country and which have been reduced 
or exempted by that foreign jurisdiction in order to encourage 
investment of foreign capital. 


Under certain international treaties, taxes spared are considered 
to have been paid for purposes of calculating foreign tax credits 
under the Income Tax Act (Canada). 


A notional grossed-up withholding tax, without an obligation 
to remit the tax to the foreign jurisdiction, does not qualify as taxes 
spared. 


In calculating the Ontario Foreign Tax Credit under Section 32 
of the Corporations Tax Act, the Branch allows a foreign tax credit 
on foreign taxes spared by a foreign country in respect of a cor- 
poration’s investment income earned in that jurisdiction, provid- 
ing the following conditions are met: 


1. The federal treaty between Canada and that foreign country 
provides a specific exemption or reduction of the foreign taxes 
otherwise payable. 


2. Revenue Canada has allowed a federal foreign tax credit in 
respect of the taxes spared on the foreign investment income 
earned in that jurisdiction. 


3. The treaty has been reviewed by this Branch and has been 
accepted for this purpose. Eligible treaties will be prescribed 
by the Corporations Tax Regulations. 


To date, the treaties between Canada and the countries of Korea 
and Spain are eligible and will be prescribed by regulation. Other 
treaties will be reviewed and prescribed as considered necessary. 


The credit will apply to taxes spared after the date that the pro- 
visions of the relevant treaty come into force. 


ENQUIRIES 


For further information on matters contained in this Bulle- 
tin, contact the Corporations Tax Branch at: 


PO. Box 622 

33 King Street West 
Oshawa, Ontario 
L1H 8H6 


Telephone: Metro Toronto (416) 965-8470 
Area Code 807 1-800-263-3792 
All Other Area Codes 1-800-263-3960 


e Pour de plus amples renseignements sur |’impdét sur le capital nor- 
malement exigible, tel qu’annoncé dans le budget 1988, consulter le 
tableau se rapportant aux taux uniformes d’imposition du capital. 


Délai d’émission des nouvelles cotisations 


On propose de réduire le délai de collecte d’une nouvelle cotisation 
dans les circonstances ordinaires, et de fixer ce délai a quatre ans au 
lieu de six ans comme c’est actuellement le cas. Lorsqu’une nouvelle 
cotisation découlera du report d’une perte sur une année antérieure, 
le délai sera réduit 4 sept ans au lieu de huit ans, comme c’est actuelle- 
ment le cas. 


Ce changement s’appliquera aux cotisations et nouvelles cotisations 
des années d’imposition commengant le jour suivant la sanction royale 
du projet de loi 84 (présentement devant |’assemblée Iégislative de 
l’Ontario). 


Décisions anticipées en matiére d’impdét sur le revenu des 
corporations 


Les demandes de décision regues aprés le 31 mars 1988 sont 
assujetties a des frais supplémentaires de 65 $ (auparavant 50 $) pour 
chaque heure passée a la préparation de la décision. Les frais minimum 
de 125 $, annoncés dans le bulletin d’information Numéro 2-77R, ne sont 
plus applicables. Par ailleurs, aucun versement minimum ne doit 
obligatoirement accompagner la demande de décision. Les autres 
exigences afférentes aux demandes de décision demeurent telles que 
décrites dans le bulletin susmentionné. 


Réserve des impéts — Conventions fiscales internationales 


En général, «les impdts réservés» sont ceux qui sont normalement 
versés a un pays étranger, mais qui ont été réduits ou exemptés par cette 
juridiction étrangére afin d’encourager l'investissement de capital 
étranger. 


En vertu de certains traités internationaux, les impdéts réservés sont 
considérés comme payés aux fins de calcul des crédits d’impéts 
étrangers, conformément a la loi fédérale de |’impdét sur le revenu. 


Un impét réservé, majoré et théorique, sans obligation de verser l’impét 
a la juridiction étrangére n’est pas admissible au titre d’imp6t réservé. 


Dans le calcul du crédit pour impét étranger, conformément a l’article 
32 de la Loi sur l’imposition des personnes morales, la Direction 
ontarienne accorde un crédit sur les impéts étrangers réservés par un 
pays étranger relativement au revenu de placements étrangers d’une 
compagnie dans cette juridiction, si les conditions suivantes sont 
remplies : 


1. Le traité fédéral entre le Canada et ce pays étranger prévoit une 
exemption ou une réduction spécifique des impéts étrangers 
normalement exigibles. 


2. Revenu Canada a accordé un crédit pour impét étranger, relativement 
aux impots réservés sur le revenu de placements étrangers gagné 
dans cette juridiction. 


3. Le traité a été examiné par la présente Direction et, a cette fin, a regu 
son acceptation. Les traités admissibles seront visés par le Réglement 
de l’impét sur le revenu des compagnies. 


Jusqu’a ce jour, les traités entre le Canada et la Corée et I’Espagne 
sont admissibles et seront déterminés par réglement. Au besoin, d’autres 
traités feront l’objet d’un examen et seront visés par réglement. 


Le crédit accordé s’appliquera aux impdts réservés suivant la date 
d’entrée en vigueur des clauses du traité pertinent. 


DEMANDES DE RENSEIGNMENTS 


Toutes les demandes de renseignements complémentaires sur des 
questions relatives a ce bulletin doivent étre adressées a la: 


Direction de l’imposition des compagnies 
Case postale 622 

33, rue King ouest 

Oshawa (Ontario) 

L1H 8H6 


Par téléphone : (416) 965-8470 (Toronto) 
1-800-263-3792 (si |’indicatif régional est 807) 
1-800-263-3960 (partout ailleurs) 
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IMPORTANT 


UPDATE TO INFORMATION BULLETIN 2749 


EXTENSION OF DUE DATE FOR EFILE RETURNS 


Some accounting firms and corporations have experienced problems in meeting the EFILE requirements 
outlined in Information Bulletin 2749. Therefore the due date for electronically filed tax returns has 
been extended for corporations subject to the corporate minimum tax (CMT). Those returns due on 
June 30, 1995 will be given an extension to July 31, 1995, if the returns are filed according to the 
EFILE requirements. In these circumstances, no late-filing penalties will be charged, however interest 
® will be charged for late payments in the normal manner. 


If a company is not subject to CMT but wishes to EFILE voluntarily, no extension will be granted. In 
these cases, the EFILE return is still due on June 30, 1995. 


A paper return that is due on June 30, 1995, which is filed on a pre-printed approved CT23 published 
by this Branch, must still be received by the Ministry on or before June 30, 1995. Late-filing penalties 
will apply to approved paper returns which are received after the due date. 


Canin i= 


For futher EFILE information, please contact the Corporations Tax Branch at: 


(905) 433-6539 or 433-6559 in Oshawa or, 
(416) 965-1160 ext. 6539 or 6559 in Toronto. 


| ae Ontario 


INFORMATION BULLETIN 


Corporations Tax Branch 3 March 1995 [2749] 


Requirements for Electronic Filing (EFILE) of 
Corporation Tax Returns (CT23) 


In the February 1994 Information Bulletin (2743-R1), it was announced that the Ministry of 
Finance would be introducing electronic filing for certain corporations. This bulletin outlines 
the requirements for corporations to file their Ontario Corporations Tax Return (CT23) 
electronically, as introduced in Bill 146. 


Legislation 


Legislation, introducing electronic filing requirements for certain corporations, was passed i in 
Bill 146, which received Royal Assent on June 23, 1994. As a result: 


) dig Corporations subject to Corporate Minimum Tax, other than insurance companies — 
which file a CT8, are required to EFILE their tax returns. 


ie EFILE is required for the above returns filed on or after June 1, 1995. 


oF Corporations, not subject to Corporate Minimum Tax, may EFILE voluntarily on or after 
June 1, 1995. 


Staged impleme ion 


As a first stage, electronic filing will be a combination of a floppy disk and paper documents. 
in the future, the Ministry will move to full transmission over telephone lines. The Ministry 
is currently consulting with Revenue Canada and the prevince of Alberta to create a 
partnership for joint EFILE for CT23, T2 and AT-1, which would use complete electronic 
transmission. 


Approved Software 
ib Tax preparation software that provides an EFILE capability must be approved by the 


Ministry of Finance.. To obtain Ministry approval, software must include the 
certification form and abide by the Ministry’s EFILE EDI mapping standards. 


ae Instructions on how to use the EFILE module in tax preparation software must be 
provided by the software vendor. The Ministry is unable to assist corporations in using 


‘the software. 


ag 
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Mailing Address for EFILE Packages © 


All EFILE return packages must be mailed to: 


| Ministry of Finance, P.O. Box 642, Oshawa, Ontario, L1H 8T1. 
| eh eine 


EFILE Return Package 

The EFILE return package consists of two components, a floppy disk and paper documents. 
These must be sent together to the Ministry in the same package and contain the following 
information to be considered complete. 


1. Floppy disk component must contain the following data: 


> the CT23 
> the federai T2 
» the following specified Ontario schedules, where applicable: 


. T2S(6) Summary of Dispositions of Capital Property 

. T2S8(8) Summary of Ontario Capital Cost Allowance 

. T2S(8A) Deduction in respect of Cumulative Eligible Capital 
. T2S(13) Continuity of Reserves 

. T2S(27) Calculation of Eligible Canadian Profits 

. R&D Super Allowance Schedule 

. Corporate Minimum Tax Schedules 


> the following specified federal schedules, where applicable: 


. 12S(1) Reconciliation of net income: (loss) per financial statements with net 
income (loss) for income tax purposes 

. T2S8(3) Schedule of Dividends Received and Taxable Dividends Paid 

. T2S(6) Summary of Disposition of Capital Property 

. T2S(7) Income Analysis 

. T2S(8) Federal Capital Cost Allowance 

. T2S(8A) Deduction in Respect of Cumulative Eligible Capital 

. T2S(9) Related Corporations 

. T2S8(13) Continuity of Reserves 

- T2S(27) | Computation of Canadian Manufacturing and Processing Profits 

. T2S-TC Tax Calculation Supplementary - Corporations 


. T2013 Agreement among Associated Corporations 

. 1661 Claim for Scientific Research and Experimental Development 
Expenditures 

. 1106 Corporate Information Return of Non-Arm’s Length hapsactions with 


Non-Resident Persons 


Oh 


2. Paper document component must contain the following data: 


> The Corporations Tax Branch account number should be recorded on each of the paper 
documents. 
b Paper documents include: 


An original EFILE certification form, included in EFILE software package, must 
be printed in letter quality, and signed by an authorized signing officer of the 
corporation. Photocopies or faxes of the certification form are not acceptable. 
Financial statements. 

a Receipts for political donation(s), if applicable. . 

A Any other required schedules not included on the floppy disk. 


Labelling of Floppy Disks 
When filed by the actual corporation, each disk should be labelled with the following information: 


> Disk reference number, when more than one disk is being submitted. Number each disk in 
sequence, indicating this number on the top right hand corner of the label. This number will 
be called the disk reference number. If any problems or questions arise, this number will be 
used to.identify the disk. It would be worthwhile to record this number and the information 
contained on this disk for your own records should any enquiries be made. 

» Corporation’s name and Corporations Tax account number 

> Corporation’s telephone number and fax number 


When filed by someone other than the corporation, e.g. accounting firm renenatten each 
disk should be labelled with the following information: 


> Disk reference number, as above. 

> Transmitter’s name 

> Transmitter’s assigned number (Please contact the Ministry at the phone number below 
to obtain a transmitter number.) 

& Transmitter’s phone number and fax number 


Floppy Disk Specifications 
e The Ministry will accept either 3.5 or 5.25 inch disks. 


> The Ministry will accept low or high density DOS generated disks or high density Appie 
Macintosh generated disks. 


Floppy Disk Problems 


1. If a disk is damaged or not readable, the Ministry will notify whoever filed the return, 
either the corporation or transmitter. 


2 A corporation is allowed 10 working days, from the date of notice that there is a disk 
problem, to resubmit another disk without incurring a late filing penalty. 


Mini ora f Re information 


Once the information on the floppy disk is processed, the disk will be shredded to prevent 
unauthorized access to the data. The paper documents will be filed in the corporation’s file 
as is the current practice. 


Bene EFILE 

® Faster turnaround time to process returns 

> Reduced paper burden on taxpayers 

» Reduction in data entry costs for the Ministry 

> Improved service for enquiries regarding tax return status and tax adjustments 
> More data for conducting economic analysis 


Contact Number 
For further EFILE information, please contact the Corporations Tax Branch at: 


> (905) 433-6539 or 433-6559 in Oshawa or, 
> (416) 965-1160 ext. 6539 or 6559 in Toronto. 


Ce document est aussi disponible en frangais sous le nom < <Exigences relatives a la transmission électronique 
(EFILE) des déclarations d’impdts des corporations (CT23)>>. Veuillez appeler un des numéros de téléphone ci- 


dessus pour demander une copie de ce document, ou écrire 4: ministére des Finances, C.P. 627, Oshawa, ON, 
LiH 8H5. 
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